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USSR STATE BANK FUNCTIONS REVIEWED 
Moscow DEN'GI I KREDIT in Russian No 8, Aug 79 pp 22-30 


[Article by Candidate of Economic Sciences N. D. Berkovskiy: "Functions of 
the USSR State Bank"] 


[Text] In examining the problems of the development of the functions of 
the USSR Gosbank under present-day conditions and over the long run, it is 
essential to proceed from the generally accepted notion that a function rep- 
resents a concrete manifestation of the essence of an economic phenomenon, 
and expresses the basic purpose of the economic laws operating in a certain 
sphere of economic relationships. 


For this reason, in examining the question of bank functions, it is essen- 
tial to see the influence of the basic aspects of production relations in 
a socialist society on the content and forms of the manifestation of these 
functions, as well as the ways for their fuller utilization under the con- 
ditions of developed socialism. 


Such an approach means that each function which is inherent to such an eco- 
nomic institution as a bank as a body of state control, acts not as an ossi- 
fied form for the expressing of money and credit relationships, but rather 
reflects a dynamically developing process of the improving and enriching of 
these relations by qualitative changes. The degree of development of one or 
another bank function and the instruments by which it operates (money and 
credit) reflects the development stages of social production in its inherent 
form, the changing content of economic phenomena, as well as the varying 
method for the external expression of a new phenomenon. 


Socialist ownership of the means of production, the monopoly of banking in 
the hands of the state, and the planned management of social production as 
well as credit and monetary circulation are the economic basis of credit 
and monetary circulation in the USSR. 


The functions performed by the USSR Gosbank in the form which we know them 
at present did not come about all at once. They were shaped as a result of 
the development and strengthening of the socialist management system, by 








the higher degree of its socialization on the basis of the concentration and 
cooperation of production, and by the improving of economic management. 
Along with the enrichment of banking activities and the broadening of the 
sphere of its influence on the economy, banking functions were modified in 
a direction of the ever greater conformity of them to the requirements of 
the economic laws of socialism. 


In this regard it is wise to refer to the statement of V. I. Lenin on the 
issve .f a scientific approach to analyzing economic phenomena. To study 
phenomena "...from a scientific viewpoint is not to forget the basic histori- 
cal link, and to examine each historical question from the viewpoint of how 
the given phenomenon arise in history, what major stages this phenomenon 
went through in its development, and from the viewpoint of this development 
to examine what the given thing is at present."? 


If the banking activities of the 1930's and 1940's are compared with the 
1960's and 1970's, then the dynamic development of the economy and the bank 
affirms the irrefutable facts showing the dynamic use of the functions them- 
selves; some of them have been altered, gained a new content, and have be- 
come more vital. 


Thus, long-term crediting of expenditures on expanded reproduction for fixed 
capital appeared long ago, at the very founding of the bank. In the 1930's, 
this was in an embryonic state, but under present-day conditions has spread 

widely. These objective changes subsequently gained a legislative form for 

their solution. 


The 1960 USSR Gosbank Charter formulates a new function of the bank, namely 
the long-range crediting and financing of capital investments, while this 
was lacking in the 1929 ard 1949 statutes. The decisions of the 24th and 
25th CPSU congresses accentuated not only a greater “ole for credit in the 
planned organization of working capital, but also th= development of credit 
relationships in the sphere of the reproduction of fixed capital, in the 
sphere of construction, and the broader use of bank credits for the recon- 
struction and technical reequipping of existing enterprises. 


The function of the organizing and planning of monetary circulation in the 
nation can also serve as an example of the fuller utilization of the func- 
tions and the acquiring of a new content. The 1949 Gosbank Statute does not 
elaborate on the content of this function, its purpose, or the organiza- 
tional forms of its use. The entry of the USSR into a new stage of social- 
ist construction, the profounder understanding and use of the economic laws 
of socialism and above all the basic law of socialism, the law of planned, 
proportional development, as well as the laws of monetary circulation have 
given a more vital nature to this bank function, 
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A number of articles in the 1900 Statute emphasize that the Gosbank organizes 
and controls monetary circulation in the nation, it submits the draft cash 
plars for approval by the USSR Council of Ministers, and maneuvers the cash 
resources among the Union republics within the limits of the govermment- 
approved emission result. The rights of the bank are more fully depicted 
in the area of monitoring the expenditure of the wage fund, and its correct 
allocation and use. The acquiring of a broader content for this function 
has been the result of those economic and social changes which have been 
achieved due to the successful carrying out of the five-year plans for the 
development of the USSR national economy, the growth of production and the 
rise in its efficiency, the continuous increase in the monetary income of 
the population and commodity turnover, and the broadening of the sphere of 
commodity-monetary relations (kolkhozes, interfarm organizations, construc- 
tior, and so forth). 


An analogous situation can be traced from the example of the functions of 
the bank as a body which organizes and carries out clearing transactions. 

The activity of the bank which acts as a clearing center for the nation which 
monitors clearing transactions in recent years has .undergone substantial 
changes. In the first place, the sphere of clearing transactions has broad- 
ened significantly (production cooperation, transportation and services, pay- 
ments to the population, and so forth). Secondly, fundamental changes have 
been made in the payment mechanism and the role of the bank has risen in 
their organization (the canceling of payment deferment, the change in their 
sequence, the order and form of acceptance, and so forth). All of this 
naturally has occurred under the influence of the development of more mature 
production relations, an improvement in the scientific system of planning, 
and a greater role for the state in managing the economy. 


Finally, it is possible to wive an example characterizing the loss of certain 
elerents of existing functions Thus, with the strengthening of the econo- 
my and finances of the kolkhozes and with a rise in the level of planning 

for agricultural production, there has been no necessity for indirect credit- 
ing of the kolkhozes through the procurement organizations which provided 

the kolkhozes with mcnetary advances for the contracts using a bank credit. 
Instead of this, direct (without; an intermediary) relations between the 
kolkhoz and bank arose, and the loans to the procurement organizations for 
paying advances to the kolkhozes were replaced by loans for their production 
expenditures. Thus, the content of the functions of the credit institutions 
is in the process of continuous develoyment, improvement and deepening, and 
this reflects the process of the acquiring of a new socialist content for 
such economic categories as money, credit, finances and economic accounta- 
bility. 


Through the characteristics of bank functions it is possible to trace its 
place and role as a most important element in the statewide system of eco- 
nomic management. The functions of the bank which act objectively on the 
basis of the planned use of commodity and monetary relations reflect the 
diversity of various forms of economic life in the nation, and are used as 
an instrument for accounting and monitoring the production and distribution 
of social product and national income. 


3 











Unfortunately, not all of these provisions have been considered in working 
out the questions of the theory of credit and monetary circulation, and 
consideration is not always given to the achieved level in the development 
of the basic production relation, the method of the distribution of social 
goods, which has not outgrown the limits of the basic principle of socialism, 
namely, from each according to his abilities to each according to his labor. 


In this regard it is essential to remember the instructions of the party 
that in national economic leadership one cannot help but consider the de- 
mands of the economic laws in the development of a socialist society, and 
these in individual spheres of socialist construction were not considered 
with sufficient completeness. The failure to consider these demands has 
led both to an exaggeration of the role of bank functions in carrying out 
the tasks of economic and social development, as well as an underestimation 
of this role. 


An exaggerating of the role of the credit system means, for example, that 
often the banks and their monetary and credit mechanism are assigned func- 
tions of an universal regulator for the economic life of the country outside 
of any close tie to the forms of the direct and immediate leadership of the 
economy (planning, the observance of planning and contractual discipline, 
the organizational forms of production management, material and technical 
supply, the technical policy, and so forth). 


One of the examples of exaggerating the role of credit is the assertion by 
certain economists that supposedly due to the credit expansion, the liberal- 
izing of the credit mechanism, the strengthening of the role of bank inter- 
est, and finally, to the introduction of interfarm commercial creditin, 
economic accountability can be put on a proper level, the role of ccutrac- 
tual relations can be raised, and high production efficiency achieved. 





In particular, the role of the credit and payment mechanism is exaggerated 
in terms of its impact on the fulfillment of the product output and sales 
plans. In the press there have been numerous proposals that the bank as- 
sume the functions of the universal purchaser of products, and then settle 
payments between the supplier and purchaser of this product. In this in- 
stance, in the opinion of certain managers, the sales problem would be suc- 
cessfully solved, since the supplier supposedly would be always guaranteed 
payment by a bank credit in the stage of submitting the documents to the 
bank for the manufactured product. Here, for example, is a statement by 
the chief of the financial department of the Production Association of the 
Khar'kov Tractor Plant imeni S. Ordzhonikidze: "I feel that those economists 
are correct who have proposed introducing guaranteed payments for the de- 
livered product and provided services by making available a payment credit 
to the purchasers in the banks which serve the suppliers."* One wonders why 
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the purchaser must be given loans not where its account is located, as is 
presently the case, but where the supplier's account is located (and there 
could be hundreds)? Because the author obviously is not confident either 
of the solvency of the purchaser or the conscientiousness of the supplier. 
He goes on to say: "Such a procedure would be effective, of course, in 
the instance when the suppliers conscientiously carry out their obligations 
under the concluded contracts."2 This is perfectly correct. One has merely 
to point out that each year the acceptance refusals submitted by purchasers 
and in their majority recognized as valid by suppliers reach 14-15 billion 
rubles to understand what the implementing of the proposal for uncontested 
payment for the product by the supplier's bank could mean. 





In a number of instances, the questions of the role and place of credit in 
the capital investment sphere are also viewed in isolation from the other 
objectively operating elements of management. It is often stated that only 
the credit method for advancing expenditures creates conditions for the ef- 
fective use of the allocated money, for eliminating those serious shortcom- 
ings which occur in capital construction and which have repeatedly been 
pointed to in the party and government decisions. Here overlooked are the 
very important circumstances involving the insufficient effectiveness of 
capital investment in any of their forms such as defects in designing, the 
scattering of capitul investments over numerous projects, violating the 
contruction times cue to shortcomings in material and technical supply, poor 
technical equipping; of the contracting construction organizations, and a 
number of others. Naturally no “miraculous” force of credit is capable of 
effectively solving the designated economic problems. For this reason here 
as well there is an exaggeration of the effectiveness of bank functions in 
the area of crediting the expenditures related to expanded reproduction of 
fixed capital. 


But at the same time one must not underestimate the enormous role of the 
banks and the functions carried out by them in developing the economy and 
one must consider those changers in the monetary and credit-payment rela- 
tions which have occurred under the influence of the growth of the nation's 
productive forces, the structural shifts in national economic development, 
the essential changes in the system of production relations, and the moving 
to the forefront of the social problems of society's development and the 
new phenomena arising out of the construction of the material and technical 
base of communism. 


The productive capital of our nation over the 3 years of the five-year plan 
has increased by 195 billion rubles. Here the banks have played an important 
role. The working capital of the existing enterprises has been increased 

by 35 billion rubles due to Gosbank credits, and investments into the fixed 
capital of the kolkhozes and sovkhozes have rtsen by 12 billion rubles. 
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The proportional amount of credit in the entire aggregate of working capital 
in the national economy has increased from 44,8 percent in January 1976 to 
46.3 percent in January 1978. 


In viewing the problems of developing bank functions in the Tenth Five-Year 
Plar:, one must proceed from the fact that the credit system and its leading 
elemnt, the USSR Gosbank, act as active proponeits of the policy of the 
Communist Party in the area of emission and credit activities of the state, 
its foreign economic relations, and in successfully solving the main problem 
sterming from the long-range economic strategy of the party. 


The 25th CPSU Congress posed the following task for the credit syste: “To 
strengthen the effect of economic accountability, finances and credit the 
development of production, the improving of quality indicators for mana “ent, 
the reduction of unproductive expenditures and losses, and an increas<«: i* 
state income. 


"To improve the organization of payments in the national economy. To de- 
velop credit relations in the construction sphere. To make wider use of 
bank credits for the reconstruction and technical reequipping of existing 
enterprises." 


The USSR Constitution ratified on 7 October 1977 legislated that the economy 
was to be managed on the basis of the state plans for economic and social 
development considering the sectorial and territorial principles in combining 
centralized management with the economic independence and initiative of the 
enterprises, associations and other organizations. Here active use was to 

be made of economic accountability, profit, costs, and other economic levers 
and incentives. 


Alsc among such levers and incentives are bank credit, the organizing of 
monetary circulation, the exercising of the state currency monopoly, and the 
use of all the functions entrusted to the Gosbank and other credit institu- 
tions. The credit system represents one of the most importent elements in 
the unified national economic complex which encompasses all elements of 
social production, distribution and exchange on the territory of the nation. 
Banks in the USSR belong to the state. Through the superior management 
bodies which wou.d include banks, the state carries out leadership over the 
unified monetary and credit systen. 


Here we should emphasize the important role of the bank as the centralized 
crecit institution. This centralization is based on the fact that all the 
principle areas of bank activities are determined by the policy of the 
Communist Party and by the uniform nationwide interests of the Soviet state. 
For this reason all orders issued from above are obligatory for the banking 
institutions on all levels of management. 


The USSR Gosbank within the rights granted it by the government controls 
monetary circulation, and these regulatory principles established by the 
board of the USSR Gosbank are strictly obligatory for all the local banking 
institutions. 





The USSR Gosbank defines the »asic directions in the area of credit policy, 
in being guided by the party and government decisions, and these directions 
must. be carried out by cach bank institution. 


There is a unified system of clearing payments in operation, and the prin- 
ciples for carrying this out are regulated solely by the USSR Gcsbank. 

From this stems the very high responsibility of the central ban*ing bodies 
for the scientifically sound elaboration of the basic principles for their 
operations, and for the local banking institutions, for the unswerving exe- 
cution of these principles. 


The development of the elements of democracy in managing monetary circulation 
and credit, and the use of various social forms of mobilizing the production 
collectives to carry out the tasks aimed at the more active utilization of 
monetary and credit levers and incentives not only do not weaken but rather 
strengthen the centralized management system of the banking institutions. 


What is the objective process in the development of banking functions, what 
are their new content and forms of manifestation, and what patterns are 
characteristic for them under the conditions of a mature sociaiist economy? 


The functions of the bank can be grouped in the following basic areas. 


The first group is the emission and cash functions which include the plan- 
ning and control of monetary circulation, the cash services for enterprises, 
organizations and institutions, and the running of the cash system in the 
bank .nstitutions themselves. 


The second group includes the functions of the planned accumulation of bank 
resources including money of the economy, the budget and budget-supported 
organizations, other credit institutions and the public, by which the state- 
wide loan fund is formed and reproduced, with rnublic national wealth and 
national income acting as its source. 


The third grouvy includes the functions of the plan-organized credit relations 
on the basis of direct bank credit in the form of short-, medium- and long- 
term loans granted to the national economy and the public. 


The fourth group includes functions related to the organizing and carrying 
out of clearing monetary payments between the enterprises, economic organ- 
izations, institutions and public. 


The fifth group includes the function of the cash execution of the state 
budget by which control is exercised over the fulfillment of the income por- 
tion of the USSR State Budget together with the USEN Ministry of Finances, 
as well as the prompt and complete accumulation of state income and the 
making of expenditures provided by the budget. 











The sixth rroup includes the financing of capital investments for the indi- 
vidual national economic sectors both through the USSR Gosbank and the 
USSR Stroybank. 


Finally, the seventh group includes the foreign economic functions related 
by the foreign exchange monopoly and foreign trade monopoly to -oreign ex- 
chanre planning and the setting of foreign exchange rates in relation to the 
ruble, and to the leadership of Soviet banks abroad. 


Thus, the USSR Gosbank in terms of the nature of the functions carried out 
by it is a universal credit institution. We would not err in saying that 
this is the only bank in the world which combines the functions of a central 
emission bank, commercial banks with the functions of mortgage, deposit and 
savings banks, as well as to some degree an investment. bank as vell. 


This diversity of functions carried out by a single bunk in and of itself 
defines its role in the economic development of our stzite. 


If one takes *>2 ceatral banks of capitalist countries, in a majority of 
instances the r functions are restricted to emission operations and opera- 
tions related *o crediting other credit institutions. They to a certain de- 
gree exercise control over tie activities of these institutions, and they 
carry out the statewide deposit and interest policy. As for the other func- 
tions, they are scattered over an enormous number of banks which duplicate 
the same operations (although with a certain delimiting of clients). 


Such a situation is explained ty the fact that the planning and uniform or- 
ganization of banking are not the basis of wanagement by a bourgeois state, 
where the spontaneous laws of the capitalist market, stock speculation and 
foreign exciange manipulation are active. 


Characteristic for a bourgeois economy is the functioning of a multiplicity 
of private banks, banks with mixed stock capital, and the basis of their 
existence is private entrepreneur activities which are subordinate tc the 
capitalist laws of economic regulation, «and where the attempts to provide 
control over the credit and monetary system run counter to the competitive 
struggle of the banks. The state monopoly of banking in the USSR makes it 
possible to carry out strict centralized leadership over the monetery and 
cred}* system as well as over the organization of all monetary circulation 
on a national economic scale. 


The progressive democratic nature of the Soviet monetary and credit system 
in the USSR is clearly affirmed by the fact that the functions of its lead- 
ing element, the state bank, have underlain the activities of the national 
banks in other socialist countries, and in a mumber of instances these same 
functions have been used for the credit system in the developing countries 
which have begun the socialist path of organizing their economy. 





We would put in the forefront the function of the bank in the area of organ- 
izing, planning and regulating monetary circulation, In this function the 
USSR Gosbank exercises the monopolistic right of a state te put money into 
circulation in accord with the planned demand of economic circulation. In 
organizing the planning and control of monetary circulation, the Gosbank 
secures the observance of the basic economic proportions in the national 
economic plan which provide a successful solution to the main economic task, 
namely a rise in the material and cultural standard of the people. 


It must be particularly emphasized that the carrying out of the main task 
of the five-year plan and the further development of monetary circulation 
are inseparably linked aspects of the overall program for achieving the 
set goals. 


Hece we might recall the well-known thesis of Lenin that monetary circula- 
tion is a thing which excellently tests the satisfaction of the nation's 
turnover.” 


What proportions of the plan and economic turnover are tested by the monetary 
mechanism? 


This includes the following ratios: Monetary income and expenditures of the 
population as a whole in the country and for the individual economic regions 
republics, krays and oblasts; the level of production and commodity circula- 
tion, the allocated stocks of consumer goods and the monetary income of the 
population; the volume of capital investments and the completion of fixed 
capital; the growth rates of wages and labor productivity; the delivery 
volumes of goods for production needs and for personal consumption, as well 
as a number of other proportions. 


In achieving the objectively necessary plan proportions, the bank takes an 
active part both in the process of carrying out organizational and planned 
measures, as well as using the very monetary, credit and payment mechanism. 


In light of carrying out the main strategic goal of the Communist Party, 
important significance is being assumed by the correct accounting for the 
monetary income of the public and for the individual economic regions in 
order to achieve the fullest balancing of the income of the workers with the 
possibility of its realization by satisfying the demands for goods and 
services. The strengthening of monetary circulation and the improving of 
the organization of monetary turnover in the nation require the fuller and 
planned utilization of commodity and monetary relations and the functions 

of money as a measure of value, a means of circulation, a means of payment, 
and a means of savings and accumulation. 





4See V. I. Lenin, op. cit., vol 43, p 66. 














Money, in acting as a means of realizing the principle of equivalents and 
the correlating of social expenditures, serves as one of the instruments 
for carrying out full economic accountability. This role is particularly 
important in the sectors involved with the production of material goods go- 
ing to satisfy the personal needs of man. 


The fuller utilization of money in its function as a measure of value will 
occur, in our view, in the following basic areas. In the first place, the 
broader use of money as an universal equivalent in line with the further 
development of value relationships in all the national economic sectors. 
This concerns first of all agriculture, production cooperatives in the 
countryside (kolkhozes, interfarm organizations, state cooperative enter- 
prises, agroindustrial complexes, and so forth), construction, as well as 
the sphere of material and technical supply (wholesale trade), The broaden- 
ing of value relationships in a number of economic sectors and the extension 
of the monetary form of evaluation to certain types of material goods (a pay- 
ment for underground minerals, water and so forth) going for production con- 
sumption will broaden the sphere of use of money as a measure of labor and 
as a measurement of production outlays, and will thereby increase its role 
in planning and managing social production. 


Secondly, an encouraging of highest social labor productivity the growth of 
which ultimately alone over the long run will bring about an increase in the 
scale of production. 


Money, @s a measure of value, is used for accounting for and correlating 
social labor, be it productive and nonproductive, simple and complicated, 

or physical and mental labor. This role of money under the conditions of 
an acceleration in the processes of production intensification and an im- 
provement in the quality of work will rise ever more. Money to a greater 
and greater degree will help to achieve the necessary coordination between 
wages and the results obtained due to increasing labor productivity; between 
the material incentive and the results of producing the goods used both by 
society as a whole as well as by the individual production participants. 


Certain economists, in jumping ahead of time, assume that money, as a measure 
of labor and a measure of consumption, and as an universal measurement of 
the created and dictributed goods, has outlived itself. In this regard we 
must recall one of the essential comments made by L. I. Brezhnev in his re- 
port on the draft USSR Constitution at the extraordinary Seventh Session of 
the USSR Supreme Soviet. He said: "Certain proposals are clearly running 
ahead. We have in operation the socialist principle ‘from each according 

to his abilities, to each according to his labor.' To jump over it is im- 
possible with the present level of economic development and awareness of 
people. For this reason, we cannot accept proposals, for example, for intro- 
ducing the same wages and pensions for everyone, or determining their amount 
exclusively on a basis of the length of employment, without considering the 
skills of the workers and the quality of their work." 
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Thirdly, money expresses a most important aspect of socialist reproduction, 
the savings of working time. The savings of working time is the most im- 
portant factor in increasing material goods, 


"In all work in the area of improving management," said L. I. Brezhnev, "the 
time factor should be fully considered. In the area of planning this means: 
precise calculation, along with money and resources, also for the dates 
which various plans must be carried out and the selecting of variations 
which will provide the most rapid return. In the area of incentives: en- 
couraging the saving of time and strict sanctions for wasting it."> 


As is seen from these statements, the time factor is connected to a monetary 
accounting and savings of money and resources, and in the observing of these 
requirements an important role is played by the banks which operate with 
value categories. 


In the forms inherent to them, banks must exercise control over the planning 
and expenditure of money earmarked for wages, both through the operational 
control of the stocks of money, as well as by economic analysis and weighing 
the entire aggregate of labor indicators which encourage high labor produc- 
tivity. 


The measures provided by the five-year plan for the development of the USSR 
national economy in 1976-1980 are aimed at increasing the effectiveness of 
bank control over the wage fund. Measures are being carried out aimed at 
creating stricter conditions for the expenditure of the wage fund with the 
overfulfillment of the production plans, since this should be achieved basic- 
ally by an improvement in labor productivity. This is expressed, in particu- 
lar, in the reduction in the level of supplementary coefficients to the 

wage fund with the overfulfillment of the production plans. Along with the 
other measures this will help to observe the necessary proportionality in 
the growth of labor productivity and average wages. 


In its function as a measure of value, money bears an equally important load 
as an instrument of economic accountability working to reduce the amount of 
the social production outlays, to steadily lower costs, and, consequently, 
to increase the net income of the enterprise, the association, the sector, 
as well as national income as a whole which acts as the material basis for 

a further rise in the prosperity of the people, 


It is essential to increase the importance of the product cost indicator, 
as it contains a basis for a monetary expression of the value of social 
product, for price stability and the stability of the Soviet ruble. This 





°L. I. Brezhnev, "Questions of Managing the Economy of a Developed Socialist 
Society," "Rechi, Doklady, Vystupleniya" [Speeches, Reports, Statements], 
Moscow, Politizdat, 1976, p 542. 
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indicator is clearly unappreciated, particularly in the sectors which are 
closely connected to the production of consumer goods such as agriculture, 
the procurement sector and others. At the same time, with the given level 
of procurement and purchasing prices for agricultural products, the basic 
reserve for reducing wholesale prices for vital necessities or for their 
stability is a reduction in costs and the eliminating of the budget subsidy 
for individual sectors for the light, food, meat and dairy industries as 
this acts as a heavy burden on the state budget. 


Money operating as a measure of labor and consumption to an ever greater 
degree will be used for accounting for not only the quantity of social labor 
expended on the production of a given type of product, but mainly for a quali- 
tative description and evaluation of the results of labor. 


Money is used to correlate the expenditures of various types of embodied 
labor, and to assess the results of labor activities by members of society 
as expressed in certain consumer values. In the system of value levers for 
controlling the quality of a product, an important role must be played by 
the new incentive procedure according to which if an enterprise sells bad 
quality products, the guilty parties are deprived of bonuses for the basic 
results of economic activities. 


An equally progressive step in using the monetary mechanism is the notion 
that the ministries and departments have the right to grant bonuses to the 
workers of the technical control departments in evaluating the basic re- 
sults of economic activities only for observing standards and technical 
conditions, carrying out measures to improve product quality, and for pre- 
venting rejects and violations of production methods. These are economic 
levers in the area of material incentive. The banks rely on them in their 
work of controlling monetary circulation, along with using the purely credit 
and payment levers. 


The realization of credit and payment functions by the Gosbank in the area 
of controlling product quality occurs in different areas. In detecting low- 
grade products or products which are unmarketable or are in limited demand, 
the bank refuses to provide credit for such materials, as well as for the 
inventories of commodities and finished products formed due to the nonful- 
fillment of contractual conditions in the area of product assortment and 
quality. 


rate Fete. em 


Also widely used are such methods as the converting of manufacturing enter- 
prises which deliver below-standard raw materials to payment after actual 
quality acceptance of the raw material. The bank has the right to refuse 
to accept payment documents to pay for products dispatched to buyers from 
suppliers who produce poor quality products. This will also hit the pocket- 
book of the producer, since the bank refuses to cash the payment with viola- 
tions of the standards and corresponding norms. 


be) 
oat 


> “eee Ee oe ee Tee 


-_— a. 
a 
‘ 











The function of money as a means of circulation plays an essential role in 
serving the planned ties between production and consumption, mainly in the 
area of satisfying the personal needs of the population. The real possi- 
bility of utilizing monetary income the source of which is labor for society 
and for oneself is realized in the process of commodity metamorphosis, where 
money acts as an implement for moving the value invested in a commodity 
from the producer to the consumer and the subsequent traveling of this value 
through retail commodity turnover from the consumer to the seller (producer). 
The development of this function occurs on the basis of a continuous rise in 
the monetary income of the population, retail commodity turnover and paid 
services rendered to the population, that is, on the basis of expanding the 
circulation of money caused by these factors. 


At the same time, in line with the continuing development of clearance pay- 
ments in the sphere of public services, the proportions are being altered 
between the growth rates of cash turnover and the growth rates of the mone- 
tary income of the population, and this should be positively felt in mone- 
tary circulation. 


Money, as a means of circulation, in relation to general monetary turnover, 
will reduce the sphere of its functioning also in line with the growth of 
public consumption funds. The party program provides that public consump- 
tion funds in the near future should continuously increase. This means that 
the expenditures related to a rise in the standard of living of the workers 
in many sectors will be carried out without the participation of cash and 
in forms which satisfy the needs related to education, medical services, the 
use of utility and domestic services, vacation houses, boarding houses, and 
the ever broader providing of the public with aids and benefits. 





However, this should not have a substantial impact upon a reduction in the 
absolute bulk of cash in circulation. The turnover of cash which circulates 
through bank channels unconditionally will rise in keeping with the growth 
of the monetary income of the population and the expanding of the personal 
needs of the members of society, but cash will decline relative to total 
monetary circulation. 


At the same time the role of money will rise in its function as a means of 
circulation for evaluating the quantity and quality of social labor expended 
on the production of material goods and as a control over the realization 
of the results of labor through the distribution of monetary income between 
the participants of expanded reproduction, since through this function vari- 
ous aspects of the laws of monetary circulation are manifested, and above 
all the law of the quantity of money needed for the planned management of 
monetary circulation. 


For this reason, in the forefront is the problem of raising the level of 
planning monetary circulation and its component elements, the wage funds 
and analogous funds, the incentive funds and other wage funds, the consump- 
tion funds of goods and services provided to the population, the correct 
placement of them over the economic areas, and so forth. 
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The function of money will be further developed as a means of payment on the 
basis of the growth of payment turnover in the nation, and the broadening of 
the sphere of use of credit, the development of savings and state and per- 
sonal insurance. As is known money in thts function is used to pay wages 
and other analogous expenses (pensions, aids, scholarships and so forth) by 
the enterprises, economic organizations and institutions, to pay for goods 
and services, for compulsory payments and fees which the public makes to 
the state and within itself, as well as payments on loans being repaid both 
by state and cooperative enterprises and organizations as well as by indi- 
vidual citizens (payments for goods scld on time, payments on loans for 
individual housing construction, premiums to the state insurance bodies, to 
the mutual aid banks, and so forth). 


The loan operations of the banks will comprise the basis for the development 
of this function, and these operations in terms of the volume of credit in- 
vestments during the Tenth Five-Year Plan will rise by at least 35-40 percent. 
Along with the factors which influence a rise in the volume of payment turn- 
over, there will also be a process of the saving of the means of payment in 
line with the strengthening of production concentration, the reduction of 
internal production and internal sectorial flows of money, as well as the 
development of socialist clearing. 


Money, as @ means of payment, over time can to a greater degree handle 
certain aspects of economic relations which arise in the process of monetary 
circulation, while other aspects of money in this function can to a certain 
degree die out. The use of money in its function as a means of payment ob- 
viously will be altered with the development of clearing forms of payment. 


The making of payments by employees through the system of savings banks, the 
greater role of state and personal insurance, and the broadening of other 
forms of payments carried out without the participation of actual persons 
who are members of the labor collective receiving wages, pensions, aids, 
payments for agricultural products. as well as other monetary income and 
remuneration will narrow the sphere of cash turnover. An equa’ ly important 
role will be played by the development of noncash payments by the public to 
the benefit of the state and cooperative enterprises, institutions and or- 
ganizations. 


For the purposes of saving personal time, and this to a certain degree is 
also time belonging to society, each depositer, of whom we have over 100 
million, can personally give authorization for a single transfer payment 
from his account or send this authorization by mail. Moreover it is pos- 
sible to give this authorization to a savings bank for an extended time of 
@ quarter, a year or until this authorization is repealed. 


Money, as a means of payment, will act more and more as an instrument of : 
reciprocal control over a payment agreement between economic, budget- ; 
supported, credits and public bodies on all levels of production management 

and in the nonproductive sphere. 
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There have been lively discussions over the use of money in its function of 
socialist accumulation and savings. This function is assuming particularly 
important significance in the system of measures to improve commodity-monetary 
relationships under the conditions of production intensification which makes 
qualitative changes in the development of the nation's economy. 


Money in this function is manifested in the entire range of utilized economic 
levers for influencing production such as economic accountability, prices, 
profits, credit and forms of material incentive. These economic levers 
through the monetary mechanism are aimed at creating the accumulation fund 
needed for the staie and this has a vilue form, material and monetary. 


Money in the function of accumulation provides the dynamic development of 
the economy on the basis of the action of the law of expanded socialist re- 
production. Money serves to create that reservoir from which the state 
draws the necessary resources for solving major economic and social problems. 


At the same time assertions can be encountered that money, under the condi- 
tions of developed socialism, has ceased to carry out its function of accumu- 
lation, since in a socialist society money does not play its former role, 
that is, it does not operate as a means of the accumulation of capital and 
does not create conditions for individual or collective enrichment, and so 
forth. 


A number of economists have incorrectly judged the role of money in its func- 
tion of savings, they have understated the place and significance of this 
function under present-day conditions, and derive the nature of our savings 
from the presence of the unsatisfied consumer demand of the population. ® 


The growth of deposits by the public first of all describes a rise in the 
prosperity of the people, and the growth of a potential to constantly in- 
crease the degree of satisfying the material and spiritual needs of the mem- 
bers of society. One can speak only of unsatisfied demand as either a phe- 
nomenon limited in time and space or as a phenomenon of secondary importance. 


For example, it is possible to have an imbalance in the monetary income of 
the population and consumer stocks in a given economic region due to the 
movement of commodity stocks to other regions as a consequence of extra- 
ordinary circumstances. Alsc not excluded is an undercalculating of the 
monetary -.ccme caused by the taking of additional decisions which increase 
worker income after the approva: of the balance for the monetary income and 
expenditures of the population for the appropriate year (such decisions, 
for example, would include a rise in procurement prices for agricultural 





6See, for example, A. A. Sevast'yanov, "Finansy v Sisteme Proizvodstvennykh 
Otnosheniy Razvitogo Sotsializma” [Finances in the System of the Production 
Relations of Developed Socialism], Moscow, Finansy, 1973, r 67. 
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procucts introduced at the start of the procurement season). There may 
also be a lag in the production of those types of commodities which in a 
sizable form share the commodity stocks in a given economic region. Also 
possible are mistakes and shortcomings in planning commodity turnover and 
the monetary income of the population. 


All such circumstances which entail certain disproportions in the organiza- 
tion of monetary circulation can be fully eliminated, and in line with the 
primary importance of carrying out the main task of the five-year plan, these 
should gradually be mitigated and then disappear. 


In this regard, in carrying out tasks in the area of regulating monetary 
circulation, it is essential to proceed not only from the fact that during 
the period of mature socialism the current consumer needs of the population 
should be more and more fully satisfied, but also from the fact that over 
the long run ever greater conditions will be created for the fullest satis- 
fying of the cultural and spiritual needs of the members of society, for 
expanding the opportunities of intellectual enrichment of people, and de- 
veloping aesthetic taste. This does not come about suddenly. And this also 
involves a carefulness in the broad sense of this word in one sphere of 
satisfying demands and generosity in another sphere. 


All of this necessitates an improvement in the entire aggregate of the mone- 
tary mechanism which involves the interests of the population, and a rise 

in the role of the savings system in the nation the activities of which are 
based on using the function of money as a means of socialist accumulation 
and savings. 


It is interesting to note that the research of certain economists has dis- 
closed the following phenomenon: the more fully the current consumer needs 
of the population are satisfied, the stronger the gravitation of the popula- 
tion toward savings and economy. 


The Polish economist S. Michalski has written: "An improvement in commodity 
supplies for the market, particularly consumer durables, over the long run 
should not bring about a reduction in an inclination to create monetary 
reserves.... Over the long run, an improvement in the supply of the market 
should lead to a strengthening of the action of factors which incline the 
population to save. Czechoslovak experience has shown that the full satis- 
fying of a demand for an automovile did not lessen an inclination to save. 
On the contrary, it seems completely valid to conclude that the more motor 
vehicies or other expensive consumer durables the public has, the more the 
population should save for acquiring such goods,"’ 





75. Michalski, BANK I KREDIT, No 9, 1976, pp 309-314. 
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We must stress one other aspect related to savings, that is the earning of 
income by the population and their incentive to accumulate money by receiv- 
ing interest on deposits. It is generally known that the state will pay 
over 4 billion rubles as income on interest for the deposits of the public 
by the end of the Tenth Five-Year Plan. This striking figure shows the in- 
centive role of the state in realizing savings. ® 





8tie continuation of the article will be published in a coming issue. 
COPYRIGHT: "Den'gi i kredit", 1979 
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SIBERIAN ECONOMY IN NATIONAL ECONOMIC COMPLEX 


Moscow EKONOMIKA I MATEMATICHESKIYE METODY in Russian No 5, Sep-Oct 79 
pp 851-862 


/Article by A. G. Granberg (Novosibirsk): "The Economy of Siberia in the 
Unified National Economic Complex"/ 


/Text/ Im recent decades Siberia has been transformed into one of the most 
prominent, economically developed regions of the USSR. This is one of the 
primary results of the implementation of the CPSU strategy on the rational- 
ization of the distribution of the productive forces of the country. 


The March 1978 trip of General Secretary of the CPSU Central Committee and 
Chairman of the Presidium of the USSR Supreme Soviet Comrade L. I. Brezhnev 
to the regions of Siberia and the Far East has been of great importance for 
the fulfillment of the decisions of the 25th CPSU Congress on the comprehen- 
sive development of the productive forces of these regions, which are play- 
ing an increasing role in the USSR economy /"In the Politburo of the CPSU 
Central Committee, the Presidium of the USSR Supreme Soviet, the USSR Coun- 
cil of Ministers. On the Results of the Trip of General Secretary of the 
CPSU Central Committee and Chairman of the Presidium of the USSR Supreme So- 
viet L. I. Brezhnev to the Regions of Siberia and the Far East," PRAVDA, 

15 April 1978/. The remarks and proposals made by Comrade L. I. Brezhnev 
during his meetings and talks with the workers and the party and management 
aktiv are being used in every possible way by the Siberian Department of the 
USSR Academy of Sciences in drafting the long-range program of the economic 
anc social development of Siberia. 


The Role of Siberia in the USSR Economy at the Present Stage 


During the recent five-year plans the growth rate of the Siberian economy 

has persistently exceeded the average union growth rate, as a result of which 
its proportion in the economic potential of the country has steadily in- 
creased. According to the calculations made at the Institute of Economics 
and the Organization of Industrial Production of the Siberian Department of 
the USSR Academy of Sciences on the basis of intersectorial balances, Siberia 
at present according to the scale of production is superior to ell the union 


18 











republics, with the exception of the RSFSR and the Ukraine. Siberia pro- 
duces approximately 2.5-fold more gross social product and national income 
than Kazakhstan, 2-fold more than all the republics of Central Asia and _ 
more than the Baltic and Transcaucasian republics and Moldavia combined /1/. 





The most important factor of the economic development of Siberia is the 
presence in this region of the richest natural resources. Nearly three- 
fourths of all the mineral fuel and power resources of the USSR, more than 
half of the potential water power resources, a considerable share of the 
unionwide reserves of nonferrous metal ores and mineral raw materials, more 
than half of the water resources and reserves of commercial lumber and 20 
percent of the agricultural land are concentrated on the territory of Si- 
beria, which covers 26 percent of the area of the USSR. 


The natural resources of Siberia, which have a great efficiency, can meet 
the needs not only of this region, but also of the entire country for the 
distant future. However, the present economic potential of Siberia for 

the present does not yet conform to its capabilities. The development of 
Siberia is beir7z checked by the lack of manpower (8 percent of the USSR 
population) and accumulated fixed capital. Nevertheless, at present Siberia 
is already a quite powerful economic complex. 


Industrial production plays a leading role in its economy. The share of 
Siberia is USSR industrial production in 1975 was 8.9 percent. On a per 
capita basis 12 percent more gross industrial production is produced in the 
region than on the average throughout the country /2/. During the period 
of the Seventh through Ninth Five-Year Plans Siberian industrial production 
developed at a faster rate as compared with USSR industry. Production in 
most sectors of Siberian heavy and light industry increased to a greater ex- 
tent than on the average for the USSR. The development of the very large 
fuel and power complex of Western Siberia and of all-union bases for the 
production of nonferrous metals, the products of the timber and wood pro- 
cessing industry and power-consuming chemical products was the most impor- 
tant result of the industrial development of the region. 


Siberia is steadily increasing its share in the all-union production of the 
products of electric power engineering, nonferrous metallurgy and the fuel, 
timber and other sectors of industry. By the end of tte Ninth Five-Year Plan 
more than 20 percent of all the products of the USSR extractive industry, 
one-fourth of all the fuel and power resources (including 30 percent of the 
coal and petroleum), one-fourth of the commercial timber and lumber and _ 
about 10 percent of the ferrous metals were already being produced here /2/. 
In the per capita production of petroleum, coal, commercial timer and a 
number of other products Siberia is outstripping not only the average union 
level, but also the overwhelming majority of developed capitalist countries, 
while in_electric power generation it is slightly inferior only to the United 
States /3, pp 136-137/. The increasing role of Siberia in USSR economic de- 
ve lopment is reflected mre completely in the indicators of the growth of 
production. During the Ninth Five-Year Plan Siberia provided 83.2 percent 
of the increase in petroleum production, 32.9 percent of the increase 
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in coal mining, 83.2 percent of the increase in the removal of timber, 16.5 
percent of the increase in the generation of electric power, 19.9 percent 
of the increase in the production of rolled products /2/, while for a num 
ber of types of products (for example, lumber) it not only provided the en- 
tire all-union increase, but also offset the decrease of production in other 
regions of the country. 


The sectorial structure of Siberian industry reflects its role in the all- 
union territorial division of labor as the most important producer and sup- 
plier of fuel, mineral raw materials, nonferrous metais, the production of 
the timber and wood processing industry and a number of power-consumii'¢ 
chemical products. The share of the extractive industry in Siberia is high- 
er than on the average for the USSR. The sectors, which produce the bulk 
of the finished products (machine building, iight and the food industry) and 
have a relatively high labor intensity, have in Siberia a substantially 
smaller proportion thar on the average for the country. The formed sectorial 
structure at this stage basically conforms to the economic fwasibility from 
the all-union standpoint (taking into account the shortage of manpower re- 
sources and capital investments for the completion of the “upper floors" of 
the production complex). However, the economic advantages of developing a 
number of industries in Siberia are not yet being fully realized. First of 
all this concerns the complete utilization of natural raw materials (petro- 
leum, g3s, nonferrous metal ores, timber and so on) and the production of 
power-consuming products. 


An analysis shows that the machine building enterprises of Siberia are not 
adequately oriented toward meeting the need of the main sectors of the econ- 
omy of this region, especially for machinery and equipment which is tailored 
for operation under local conditions. At the sa‘se time a significant por- 
tion of the machine building products is shipped to the western regions. A 
significant share of the gross production of Siberian machine building falls 
to subsectors which could be located more effectively in other regions of 
the country. 


In spite of the natural and climatic conditions on a considerable part of 
the territory of Siberia, which are difficult for intensive agricultural 
activity, it provides approximately 8 percent of the gross production of 
USSR agriculture, which corresponds to its proportion in the size of the 
population. During the Ninth Five-Year Plan about 12 percent of all the 
cereals, 8.2 percent of the potatoes, 8.6 percent of the meat, 9.5 percent 
of the milk and ‘1.5 percent of the wool were obtained here. The per 
capita production of these agricultural products exceeded the average union 
level, especially for grain (140 percent) and wool (144 percent) /3, 4], 
but the achieved production volumes do not meet the established rational 
rates of consumption of food products (with the exception of grain products 
and potatoes). The lag behind the average union per capita production and 
the rational rate of consumption for vegetables is appreciable, although for 
most types of vegetables (with the exception of heat-loving vegetables) the 
conditions for cultivation in Siberia are favorable. The demands for fruit 
are met almost entirely by imports. The cultivation of industrial crops 
has been developed relatively weakly. 
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Siberia is among the regions of accelerated growth and the economic deve!cp- 
ment of new territories. As a result, the proportion of capital construc- 
tion in the gross social product here is substantially higher than on the 
average for the USSR. The tendency toward a gradual increase in that part 
of the capital investments, which is being allocated for the needs of Si- 
beria, has been appearing at least since the Seventh Five-Year Plan. In 
1975 13.2 percent of the all-union volume of construction and installation 
work was carried out there and 12 percent of all the capital investments 
were assimilated there /3, 4/. Nevertheless, the construction base is a 
bottleneck in the economic complex of the Siberian region and this is espe- 
cially affecting the development of the production and social infrastruc- 
tures. 


The lag in the provision of transportation, the engineering equipment of 
territories, housing construction and other elements of the infrastructure 
is checking the economic growth of the region and is decreasing the rate and 
efficiency of the economic development of new territories. 


Transportation in Siberia is playing an exceptionally important role both 

in the economic development and maintenance of the normal course of the 
processes of production and consumption on vast territories of the region 
and in the provision of regular economic contacts of Siberia with other re- 
gions of the country. Siberian transportation performs a significant share 
of the shipments of such mass cargo as coa’, petroleum and natural gas, ores 
and metals, construction materials, timbe1 and grain products. Nevertheless, 
according to the degree of provision of the territory with a transportation 
network Siberia lags considerably behind the average union level. 


Siberia is meeting an ever increasing share of the all-union demands for 
fuel, nonferrous metals and the products of the timber and chemical industry. 


The shipments of products from Siberia are of particular importance for the 
regions of the European part of the USSR and the Urals, which are experi- 
encing a shortage of power resources and no longer have sufficient reserves 
of many types of mineral raw materials. During 1961-1975 the shipping of 
fuel cargo from Western Siberia, above all petroleum, especially increased. 
In addition to diverse industrial products Siberia regularly ships grain, 
potatoes, meat and dairy products, while it brings in a considerable amount 
of products of machine building, light, the food and other sectors of indus- 
try, as well as agriculture (some vegetables and fruits). The established 
structure of importation is basically efficient (upon close examination), 
since it eliminates the need to organize in Siberia the local production of 
many types of products, which it is more efficient to produce in other re- 
gions, and makes it possible to concentrate material, manpower and financial 
resources on the development of sectors of all-union specialization. How- 
ever, far from all the interregional ties of Siberia can be considered ef- 
ficient. This is connected primarily with the shortcomings of the intersec- 
torial specialization of ferrous metallurgy, machine building and the chemi- 
cal industry and in the timber complex. 
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The intensity of the interregional exchange of Siberia (for both exports and 
imports) on the whole surpasses the growth of production, which attests to 
the intensification of the specialization of its economic comp’ 2x in the 
system of the all-union territorial division of labor. 


On the Efficiency of the Siberian Economy 


The presence in the regions of Siberia of fuel and power, mineral raw mete- 
rial, timber and water resources and unoccupied territory makes it possible 
to carry out on an extensive scale in this region the extraction and pro- 
cessing of diverse raw materials and to develop power-consuming and water- 
consuming industries, which in their technical and economic indicators sub- 
stantially surpass similar industries in other regions of the country. The 
great concentration and combination of reserves of diverse natural raw mate- 
rials simplify the development in Siberia of particularly large works with 
the most effective forms of the te«<ritorial organization of the economy 
(territorial production complexes and industrial centers), which makes it 
possible to obtain an additional impact by means of the concentration and 
agglomeration of works. 


But there are also a number of negative factors: 1) the lack of manpower re- 
sources; 2) the higher cost of the reproduction of manpower and the compli- 
cated corditions of vital activity in a number of regions; 3) the need to 
make major capital investments in the initial development of the territory 
(the regionwide production and socia’.. infrastructure); 4) the increased cost 
of production due to the severe natural and climatic conditions on a con- 
siderable part of the territory (especially in construction and agriculture) ; 
5) the remoteness fromthe mst developed economic and cultural centers of 
the country. The relative efficiency of the development of works in Siberia 
(as compared with their location in other regions) decreases as we move from 
the primary sectors (the extraction of natural raw materials) to the sectors 
which produce transportable products for ultimate consumption and which re- 
quire great inputs of living labor. 


The essence of the problem of developing an efficient complex of works in 
Siberia consists in the development of: 1) the extraction and transportation 
of natural resources to the levels which are necessary for meeting the needs 
of the country and the domestic market; 2) works of all-union specialization 
for the processing of natural raw materials--electric power engineering, 
metallurgy, the chemical, wood processing, pulp and paper industries and 
others; 3) complementary works, which meet the needs of the sectors of all- 
union specialization and the population of the region (machine building, 
construction and the construction industry, transportation, the food com 
plex, the production of some cymsumer goods and services). When solving the 
question of which works in Siberia are efficient, it is impossible to rely 
on the economic indicators used in the sectorial calculations (the production 
cost, the adjusted expenditures and so on in current prices). It is neces- 
sary to examine the efficiency of the regional complex from the standpoint 
of the national economy. 
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Judging from the synthetic economic indicators, the efficiency of the cur- 
rent Siberian production complex on the whole is no less than the average 
union level. The efficiency of the use of living labor in Siberia is sub- 
stantially higher. According to the calculations of the Institute of Eco- 
nomics and the Organization of Industrial Production of the Siberian De- 
partment of the USSR Academy of Sciences the labor productivity (according 
to the produced national income) in 1975 was nearly 1.2-fold greater here 
than the average union labor productivity. The output-capital ratio of the 
fixed production capital for Siberia as a whole was lower than the average 
union output-capital ratio; to a considerable extent this is explained by 
the fact that in the sectorial structure of the Siberian production complex 
the capital-intensive sectors (the extractive industry, electric power en- 
gineering, transportation) especially have a relatively greater proportion. 
Thus, the output-capital ratio in Siberian_industry in 1975 was 24 percent 
lower than on the average for the USSR /2/, but when converted to the com- 
parable sectorial structure is was only 5 percent lower than the average 
union output-capital ratio. Moreover, the higher capital-output ratio of 
production here is determined by the fact (if only in part) that the value 
estimate of the capital is higher and a higher capital-labor ratio is neces- 
sary for the purposes of saving scarce manpower. 





The outstripping growth rate of the Siberian economy in the past 10-15 years 
was provided on the whole with the more efficient use of resources than on 
the average for the country. During this period a number of qualitative 
traits of the development of the Siberian economy improved appreciably. 
Thus, whereas in 1966 the per capita production of the gross product in Si- 
beria was 7 percent less than on the average for the USSR /1/, in 1975 it 
already exceeded the average union level by approximately 11 percent (ac- 
cording to the estimates of the Institute of Economics and the Organization 
of Industrial Production). The per capita production of national income 
(the net production) in Siberia in 1966 was approximately 10 percent lower 
than the average union level /1i/, while in 1975 it was already 16 percent 
higher than on the average for the USSR. The productivity of national labor 
(calculated according to the national income) during this period also in- 
creased substantially more rapidly than on the average for the USSR. 


The analysis of the dynamics of the gross product and the produced national 
income of Siberia in comparison with the all-union trends makes it possible 
to conclude that the overall materials-output ratio changes in the opposite 
direction than on the average for the country. This is connected, first of 
all, with the rapid development of the less materials-consuming sectors. 
According to the data of the annual intersectorial report balances, which 
were drawn up at the Institute of Economics and the Organization of Indus- 
trial Production, the overall materials-output ratio of production in Si- 
beria in 1966 was practically equal to the average union materials-output 
ratio, while in 1972 it had already become 4 percent less. In subsequent 
years this trend continued. 


The indicators of the use of fixed production capital are relative worse. 
In 15 years the capital-output ratio of Siberian industry increased by nearly 


23 

















one-third, while for the USSR as a whole it increased by 24 percent /3/. 
This is explained in part by the accelerated growth of the most capital- 
intensive sectors. 


The present stage of USSR development is characterized by a gradual change- 
over to primarily the intensive type of expanded reproduction, but for the 
present this pertains to a greater extent to the industrially developed re- 
gions of the European part of the USSR. Siberia, as before, along with the 
intensification of production is presently using and should use the exten- 
sive factors of growth: the construction of new enterprises, the commitment 
of new natural resources to the economic turnover and the attraction of man- 
power from other regions of the country. 


The intensification of the use of manpower resources in Siberia corresponds 
approximately to the average union level. During the Ninth Five-Year Plan 
the increase of industrial production due to the growth of labor productiv- 
ity was: in Western Siberia 90 percent, in Eastern Siberia 86 percent and 

for the USSR as a whole 84 percent /3, 4/. But at the same time it is neces- 
sary to consider that the manpower shortage seriously checked the rate of 
economic development of Siberia, therefore the optimum proportion of the 
growth of production, which is obtained due to an increase of the number of 
employees, obviously should be higher here than on the average for the USSR. 


The extensive directions of the investment process are more characteristic 
of Siberia than other regions. First, given the higher growth rate of capi- 
tal investments and fixed capital here, relatively more fixed capital and 
capital investments are spent per wnit of gross production. Only a thorough 
analysis can ascertain to what extent the higher capital-output ratio of 
production in Siberia is justified by the higher value estimate of the fixed 
capital and by the feasibility of more capital-intensive labor-saving tech- 
nologies and how this fact is explained by the inadequately efficient use of 
the fixed capital, that is, by organizational and economic causes. Second, 
the proportion of the capital investments on the reconstruction, reequipment 
and expansion of operating enterprises in Siberia, while gradually increas- 
ing, remains substantially lower than on the average for the USSR. Third, 
the proportion of unfinished construction is considerably higher in Siberia. 
In part the higher proportion of unfinished construction is explained by the 
composition of the projects under construction, in which enterprises with 

a long construction cycle (water power, the coal, metallurgical and chemical 
industries) take up a large proportion. Thus, in Siberia the intensification 
of social production is being carried out with appreciable deviations from 
the all-union trends. 


When analyzing the indicators of the comparative production efficiency in 
Siberia it is necessary to bear in mind that the estimates made on the basis 
of current prices do not always yield a sufficiently objective picture. The 
main advantages of developing many works in Siberia, which are connected with 
the use of natural resources, are not reflected in the calculations of the 
expenditures and wholesale prices (they do not include the rent payments for 
the use of scarce natural resources). The study of the system of current 


24 























wholesale prices using economic mathematical models and the comparison of 
intra-union prices with the prices of the world market make it possible to 
conclude that the prices established in the USSR for the products of the 
extractive sectors of industry and agriculture are substantially understated, 
while for a number of sectors of the processing industry, on the contrary, 
they are relatively overstated. As a result, the proportion of Siberia in 
the production of the national income and the gross national product of 
the country is artificially understated, the synthetic indicators of the ef- 
ficiency of the regional complex also get worse. 





For a quantitative evaluation of the possible criteria of the volumes of the 
gross product and the national income of Siberia it is expedient to calcu- 
late at least some types of products in world prices, especially as, on the 
one hand, an ever increasing proportion of the products of Siberia (mainly 
raw materials and fuel) is being allocated for exportation and, on the other, 
the flow of imported equipment is increasing. When calculating according to 
world prices the production volumes of the main types of products of Siberia 
and the USSR (including those for which the domestic prices are relatively 
higher than the world prices) the proportion of Siberia according to the 
gross product and the national income increases by a minimum of 2-3 per- 
centage points; correspondingly the indicators of the labor productivity 
and the output-capital ratio, as well as the growth rate of the national 
product, the national income and the gross production of Siberian industry 
increase by at least one-fourth. The calculations of the production vol- 
umes, labor productivity and the output-capital ratio in the optimum esti- 
mates of the production, which are calculated using intersectorial inter- 
regional optimization models, lead to approximately the same results [5/. 


According to our estimate, the total importation of products to Siberia ex- 
ceeds the total exportation when calculated according to actual domestic 
prices. In this connection the question may arise, is the import-export 
credit balance evidence of the fact that Siberia is playing a passive role 
in the all-union territorial division of labor, that the national economy 
of the country is investing in the Siberian economy more than it is receiv- 
ing and, as a result (at least at the present stage), is worsening the pos- 
sibilities of its own development?* It is necessary to approach the an- 
swer to this question, in our opinion, from two positions. 





“in economic literature the export and import credit balance of Siberia and 
the Far East was explained by the fact that these regions are only begin- 
ning to be developed and require a large amount of resources with a consid- 
derable lag of the yield in the form of an increase of production, and 
therefore the country should subsidize these regions. This explanation, in 
our opinion, weakens the general scientific line of argument in favor of 
the urgent economic need and significant national economic efficiency of 
the accelerated development of the productive forces of Siberia and the 
Far East. 
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First, the balance of exchange does not directly characterize the influence 
of the economy on the development of the national economy. A more thorough 
study of the mechanism of the functioning (interaction) of the economy of 
the region within the national economic complex is necessary. For this pur- 
pose special calculations were made at the Institute of Economics and the 
Organization of Industrial Production using the interregional intersectorial 
optimization model (1IOM) and the "West-East" model with different versions 
of the ties of Siberia with the remaining territory of the country. It was 
shown that owing to the inclusion of Siberia in the all-union division of 
labor the resulting efficiency of the national economy (which takes the form 
of the amount of the consumption fund and the nonproductive accumulation) 
increases by a minimum of 25 percent /6/. 


Second, it is necessary to treat critically the results of the calculation 
of the balance of the interregional exchange of Siberia on the basis of cur- 
rent prices (above it has already been noted that they artificially under- 
State the real contribution of Siberia to the all-union economy). A more 
objective picture of the balance of the interregional exchange is obtained 
when using the optimum estimates of production, which were obtained from the 
IIOM.* Thus, with the improvement of the methods of value measurements the 
extent of the export-import balance of Siberia also attests to the active 
role of this region in USSR national economic development. 


An Analysis of the Prospects of Development of the Siberian Economy in the 
Unified National Economic Complex 


The national economic approach to the determination of the prospects of the 
socio-economic development of a region means that the rates and proportions 

being planned for it should be coordinated within the effective social ter- 

ritorial division of labor and should be conducive to the maximum possible ; 
increase of the satisfaction of the needs of the entire society. The use 

of this methodological approach to the study of the prospects of the Siberian 
region is especially important, since there is a close mutual influence of 
the overall trends of USSR development and the ways of developing the Si- 
berian economy. | 


The Features of the Impending Stage of USSR Development, Which Have the 
Greatest Influence on the Siberian Economy. The main directions of the im 
pending stage of the development of the USSR national economy as a whole 

and its individual regions are, first, increasing attention toward the solu- 
tion of a large number of socio-economic problems, which directly influence 
the increase of the level of well-being of the people, and, second, a turn 
in the direction of the primary utilization of the intensive sources of 





“the calculations according to the IIOM for the period up to 1975, which 
were made in 1967-1970, yielded the following results: in current prices 
the balance of Siberia in 1975 was expected to be equal to -3.6 billion 
rubles, while in_the optimum estimates of production it was +2.9 billion 
rubles /5, p 177/. 
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economic growth. Here some features of the forthcoming USSR development will 
have a decisive influence on the selection of the strategy for the Siberian 
region. To them belong, in our opinion: the anticipated decrease of the 
growth rate of the population and the manpower resources; the noticed ten- 
dency for the growth rate of capital investments to decrease; the complica- 
tion of the situation with supplying the European part of the country with 
natural resources; the rapid development of foreign trade ties. 


The accelerated (as compared with other regions) increase of labor productiv- 
ity and a consistent labor-saving policy in all the sectors of the economy 
are unquestionably the main directions of the solution of the problem of 
providing the Siberian economy with manpower resources. In order to attach 
local personnel and attract additional manpower resources it is necessary 
to fulfill at least two conditions: to create for the Siberian population 

a substantial priority in the increase of the standard of living; to regu- 
late more strictly the vacant work places in the western and southern re- 
gions of the country. These directions of the socio-economic policy are of 
a statewide nature and do not reduce to problems which pertain ouly to 
Siberia. 


A tendency for the growth rate of capital investments in the national econ- 
omy of the country to decrease was noted at the end of the Ninth Five-Year 
Plan. The average annual rate, which in 1966-1975 was 7.3 percent /3/, 
will decrease during the 10th Five-Year Plan to 4.4 percent /"Materialy XXV 
s"yezda KPSS" (Materials of the 25th CPSU Congress), Moscow, Politizdat, 
1976/. At the same time the demands of the Siberian economy for investments 
are objectively increasing. This is connected with the need for the rapid 
development of the capital-intensive sectors of all-union specialization 
(fuel, metallurgical, chemical, timber) and the overcoming of the lag in the 
production, social and everyday infrastructure. But with a decrease of the 
rrowth rate (and what is more, the absolute amounts) of the capital invest- 
ments for the country as a whole a significant increase of the proportion of 
Siberia in their amount can lead to an absolute decrease of the investments 
ii. other regions, above all the European part of the USSR. Here the appear- 
ance of a real countertrend toward the accelerated growth of the productive 
forces in the easter regions of the country is possible. 


In the future for a number of regions, especially in the European part, 

the opportunities to expand the local resources of fuel, power and raw 
materials will be exhausted. The expenditures on the extraction of most 
types of mineral resources will increase, as a rule, in connection with the 
shift to poorer deposits and the worsening of the conditions of extraction. 
In this situation the economic role of Siberia will increase owing to the 
advantages connected with the technical and economic indicators of the ex- 
traction of resources. 


In the future the rate of the USSR foreign trade turnover will apparently 
surpass the growth rate of production. The Soviet Union is taking a more 
and more active part in the system of the international division of labor. 
Here petroleum and petroleum products, gas, coal, nonferrous metals, lumber, 
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that is, those types of products, in the production of which the share of 
the Soviet Union will increase, will yield a considerable portion of the 
currency receipts from exports. It seems that even today when making deci- 
sions concerning the prospects of the development of Siberia it is advisable 
to take into account the predicted price changes on the world commodity 
markets. 


The Main Directions of the Development of the Siberian Economy in the System 
of the National Economic Complex. The study of the possible versions of the 
rate and proportions of the development of the Siberian economy (in aggrega- 
tive indicators) was made on the basis of the I10M /5, 7/. This model makes 
it possible to calculate and compare with each other the balanced versions 
of the development of the national economy with a breakdown by territories 
for a long-term period. The versions of planning decisions are selected ac- 
cording to the national economic criteria of optimality: the achievement of 
the maximum level of satisfaction of the needs of society (in particular, the 
maximization of the all-union fund of nonproductive consumption and accumu- 
lation in the desired structure) or the minimization of the expenditures of 
national economic resources for achieving the desired level of satisfaction 
of the needs of society. Here the conditions of the convergence of the re- 
gional standards of living must be taken into account. 


In the optimization calculations which were made the USSR territory was 
divided into 11 economic zones (the 6 zones of the European part of the USSR 
and the Urals, as well as Kazakhstan, Central Asia, Western and Eastern Si- 
beria, the Far East) .* 


In accordance with the logic of the IIOM, the rate and proportions of the 
development of the Siberian region (Western and Eastern Siberia) are deter- 
mined so that they: 1) would be balanced (coordinated) with the proposals 
on the development of other regions and sectors of production and with the 
overall (interregional) conditions of the development of the national econ- 
omy; 2) would conform to the maximum possible achievement of the national 
economic goals. 


The calculations of the versions of the development of the national economy 
with the continuation of some trends of the past period were made beforehand. 
It is evident that not all of the proportions of the past period can in 
principle be carried over to the future. For example, it is entirely un- 
realistic to examine the versions with a nonincreasing proportion of Siberia 
in the all-union extraction of fuel, since the possibilities of increasing 
the extraction of fuel in other regions have basically been exhausted. The 
situation with logging, the production of a number of nonferrous metals and 





* 
Z. V. Bagranovskaya, V. P. Gur'yev, V. S. Zaykin, B. V. Melent'yev, N. M. 
Perova, N. A. Ripinen, A. G. Rubinshteyn, V. I. Suslov, A. A. Chernyshev and 

others took part in making the calculations and analyzing them. 
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so forth is similar. It makes sense to examine only those situations which 
might really arise in the future with a continuation of the trends of the past. 


The main attention was devoted to the versions with the initial hypotheses 
of the maintenance of: the tendency for the growth rate of capital invest- 
ments to decrease with the continuing increase of the capital-output ratio 
of production: the growth rate of labor productivity, which occurred during 
the Ninth Five-Year Plan (on the average for the USSR); the former trends 
of population migration. It turned out that the calculated versions have a 
number of common traits. In all the versions the Siberian economy develops 
more rapidly than the national economy of the country as a whole, as before 
Siberia acts as the most important supplier of fuel, nonferrous metals and 
lumber products. The share of Siberia in capital investments increases 
(even in the version with a declining growth rate of investments). The de- 
crease of the growth rate of the USSR economy (especially according to the 
first two versions) is a common negative trait of the examined versions. 
Therefore, at the next stage it was necessary to examine the versions in 
which a weakening of the negative trends of socio-economic development was 
envisaged. In the new series of versions a number of hypotheses with re- 
spect to the development of the Siberian economic complex were also used, 
which were reflected in the primary data of the model: the growth rate of 
labor productivity exceeds the average union growth rate; the ratio of capi- 
tal investments in the increase of production is higher than the average 
ratio for the USSR (with the exception of the extractive sectors); the pro- 
portion of electricity-consuming processes in the metallurgical and chemical 
industries is higher; the per capita level of nonproductive consumption and 
accumulation is higher than the average union level, and so on. 





Let us note several results from the "central" version, which is typical 
from the standpoint of the ratios of the rate and proportions of the develop- 
ment of the economy of Siberia and the country as a whole. 


The all-union specialization of the Siberian region should be stepped up in 
the future. According to estimates the rate of development cf metallurgy, 
electric power engineering, the fuel, chemical ani timber industries, the 
construction materials industry and construction exceeds the average union 
rate. The growth rates of production in the sectors are greatly differenti- 
ated; with a more uniform growth of most sectors it would be impossible to 
development on the necessary scale the sectors of all-union specialization 
first of all due to the scarcity of manpower resources. 


In Siberia it is inadvisable to develop rapidly machine building (as a 
whole), light and the food industries, with the exception of some subsectors 
which are oriented primarily toward meeting local demands and which regulate 
the structural employment in some regions. 


The share of Siberia in the all-union production (according to the gross na- 


tional product, the national income and the gross industrial production) and 
in capital investments will increase. 
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The development of the productive forces of Siberia will be characterized 
by the intensive increase of its cooperation with the other regions of the 
country and by a rapid increase of interregional exchange, and the increase 
of exports as a whole surpasses the increase of imports. The system of 
optimum estimates of the production of the sectors, manpower resources 

and capital investments, which compare various types of expenditures and 
products being produced from the standpoint of national economic efficiency, 
conforms to the version of the territorial proportions of USSR national 
economic development, which was calculated according to the optimization 
model. The estimates of the manpower resources of Siberia are substantially 
higher than the estimates in the European part of the USSR and Central Asia. 
In Siberia the rate of the feasible replacement of labor inputs with addi- 
tional capital investments is one-fourth higher than the average union rate. 
This attests that here it is comparatively more advantageous to use more 
capital-intensive labor-saving technologies. 


The calculations of a number of versions according to the IIOM with variable 
conditions reveal the following dynamic regularity: the average annual rate 
of increase of the production of the national income of Siberia should be 
1.2-1.4 times greater than the average union rate (the ratio of the rates 

of the gross product should be approximately the same). The indicated ex- 
cess corresponds to the maximum achievable level of satisfaction of the all- 
union needs. An additional circumstance becomes clear here: the deviation 
of the growth rate of the Siberian economy (in any direction) from the opti- 
mum amount leads to different results: if it is higher than the optimum, the 
value of the all-union rate decreases negligibly, otherwise the curve of the 
all-union rate decreases more sharply. 


This reaction of the all-union economy to a change in the rate of develop- 
ment of Siberia is typical of the mechanism of interregional economic inter- 
actions in the USSR. A decline in the growth rate of the production of the 
national income (gross product) in the region in question affects almost im- 
mediately the scale of development of the sectors of its all-union special- 
ization. But since a decrease of the production volumes of their prod- 

ucts in Siberia cannot be offset by an increase in other regions, a sub- 
stantial decline of the growth rate of the all-union economy occurs. 


Possible Versions of the Development of the Siberian Economy With a Change 

in National Economic Conditions. When studying the prospects of the develop- 
ment of Siberia it is impossible to confine oneself to the calculation of 
only one optimum version. The Siberian economy is very elastic with respect 
to the factors and conditions of the development of the all-union economy. 

In the future this feature will be enhanced as a result of two factors: 

1) this region will account for almost the entire increase of fuel, many 
nonferrous metals, power-consuming chemical products, lumber products, there- 
fore the fluctuations in the all-union demands for these types of products 
should be offset almost totally by the volumes of their production in Si- 
beria; 2) due to the scarcity of manpower resources the fluctuations in the 
level of development of the sectors of specialization should lead to abrupt 
changes in the degree of development of the complementary and supplementary 
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industries (such as machine building, light industry and, in part, the food 
industry). 


It is necessary to elaborate possible scripts of the development of the 
Siberia economy, which conform to the main situations which might appear in 
the future, but it is impossible to foresee accurately their feasibility 

at the present moment. Apparently, it is not the aspiration to give an un- 
ambiguous prediction of the future values of the indicators of the develop- 
ment of Siberia that should be the main thing, but rather the knowledge of 
the mechanism of territorial interactions in the process of optimizing the 
national economy of the country and the use of this knowledge for formulat- 
ing a long-term territorial economic policy. 





We examined five basic scripts of the development of Siberia, which were 
oriented toward the study of a specific problem and formulated by generaliz- 
ing the variant calculations with changes in: 1) the efficiency of the use 
of fuel, raw materials and materials; 2) the growth rate of labor produc- 
tivity and the attraction to Siberia of additional manpower resources; 

3) all-union capital investments; 4) the share of Siberia in the all-union 
fund of nonproductive consumption and accumulation; 5) the situation of 

the provision of the economic links of the eastern and western parts of the 
country with transportation. 


Let us examine several results concerning the consequences of the change in 
the efficiency of production factors. 


The increase of labor productivity naturally leads to an increase of the 
national income and consumption fund of the country. Since Siberia is the 
region with the greatest shortage of manpower (in this respect it competes 
only with the Far East), the increase of labor productivity (the average for 
all regions) has a great economic impact here. This expresses itself in the 
fact that the gap in the growth rate of the produced national income for 
Siberia and the USSR as a whole is increasing somewhat in favor of Siberia. 


The increase of the efficiency of the use of material resources (the decrease 
of the rates of consumption of fuel, raw materials and materials for the na- 
tional economy of the country) does not lead to the weakening of tiie posi- 
tions of Siberia in the all-union economy. This process can reduce slightly 
the expedient rates of development in Siberia of the raw material sectors, 
but at the same time will contribute to the development in this region of 
works for the thorough processing of natural fuel and raw materials (by means 
of the release of manpower resources from the extractive sectors). Appar- 
ently the relative decrease of the demands for Siberian fuel with allowance 
for the increasing difficulties of transporting it to the western regions 
and the effectiveness of developing power-consuming works in Siberia now is 
most urgent. 


The Siberian economy reacts to the increase of the efficiency of capital in- 


vestments by accelerating the rate of its development (especially when meas- 
uring according to the national income). In this case a substantial 
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rearrangement of the sectorial structure occurs, which is explained mainly 
by the following factors. First, the reduction of the unit capital expendi- 
tures decreases the demand for volumes of construction work, as well as for 
means of production, which are used for backing the investment process (the 
construction materials industry, metallurgy, electric power engineering). 
Second, as a result of the decrease of the indicated demands and the produc- 
tion volumes of the corresponding sectors in Siberia manpower resources are 
released, which are sent to ferrous metallurgy, machine building and other 
sectors. The calculations according to the versions with variable anounts 
of capital investments confirm the economic expediency of the outstripping 
increase of investments in the Siberian economy and the great effectiveness 
of the measures on reducing capital expenditures. It should also be noted 
that the national economic impact of allocated capital investments increases 
greatly with the simultaneous implementation of a labor-saving policy (in- 
cluding by increasing the capital-labor ratio) and the measures on saving 
material resources. 


The made calculations make it possible to conclude that the priority de- 
velopment of the Siberian economy is an objective law of the optimum devel- 
opment of the USSR national economy, which is stable with respect to pos- 
sible changes in the conditions of the development of the all-union economy. 
This conclusion is valid from the standpoint of factors which yield to eco- 
omic measurements within the range of a l5-year period. The consistent 
msideration of the social, political and other aspects, which dictate 

he need to create in the eastern part of the country a mighty economic po- 
tential, obviously should strengthen the conclusions of the quantitative 
economic analysis. 
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PLANNED REGULATION OF CONCENTRATION OF PRODUCTION 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 8, Aug 79 pp 89-95 
[Article by A. Pavlova, docent and candidate of economic sciences] 


[Text] The concentration of production is a process that is taking on ever 
greater importance in the context of advanced socialism. The objective need 
to improve the organization of social production, to increase the level of 
its socialization, to realize the advantages of socialism in speeding up the 
growth of scientific-technical progress, to orgaaize production in a planned 
way, and to develop property relations is manifested in this process. 


The rise in the productive force of labor, which also signifies a higher 
level of development of social production in all sectors of the economy, is 
directly related to raising the level of the concentration of production. 
That is why such great attention is paid in the decisions of the 24th and 
25th CPSU congresses tu creating new forms of consolidated economic entities 
and to interfarm cooperation and agroindustrial integration in agriculture 
so as to conform to the specific features of the present stage of economic 
deve Lopment . 


In the present stage a high level of concentration of production is one of 
the important features «f mature socialism. If in the first stages of the 
construction of socialism our economy was characterized by the fragmentation 
of a large numbe: of small enterprises with a low technical level inherited 
from the old system, in the context of mature socialism they are being re- 
placed by a scientifically sound system of consolidated production-economic 
complexes~-combines and associations. 


The larger scale of present-day enterprises and the leading role of the 
largest of them in socialist production have become an expression of the new 
technical and socioeconomic level of social production. High growth rates 
of social production and of the productivity of social labor, unattainable 
by capitalism, are being attained thanks to then. 


A sizable quantitative and qualitative leap in development of the production 
forces and production relations and fuller realization of the advantages of 
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a planned economy are manifested here. Consolidated economic entities in 
the form of production associations, combines and plants, which have their 
technical-and-economic advantages, are becoming centers for scientific-tech- 
nical progress, for training highly qualified p¢*rsonnel, for tapping their 
industry and social energies, for initiatives based on progressive know-how, 
for a creative attitude toward work as a social duty, and for strengthening 
their role iv production management. They are initiators of the effort to 
raise product quality, to improve the product mix and performance character- 
istics, and to be thrifty in use of the resources of society. 


V. I. Lenin's predictions to the effect that large-scale industry is the ba- 
sis for the transition to socialism are being borne out in this process: 
“from the standpoint of the state of the productive forces, that is, with 
respect to the principal criterion of all social development, it is the ba- 
sis of socialist organization of the economy...."! 


In the years of the construction of socialism the level of concentration of 
industrial production hzs risen steadily. For instance, in 1933, the first 
year of the Second Five-Year Plan, small enterprises with a work force under 
100 persons represented 95 percent of their total number; they accounted for 
22 percent of all the country's industrial workers and 10.5 percent of the 
fixed productive capital. ? 


The large enterprises which were the construction projects of the period of 
the First Five-Year Plan were by that time already bases that had been built 
in the ocean consisting of the huge multitude of small fragmented enter- 
prises with an extremely low level of technology and organization of produc- 
tion. Enterprises with a work force larger than 1,000 represented only 0.5 
percent of the total number of enterprises, but they accounted for a large 
portion of the fixed productive capital of the industrial sector: 67.2 per- 
cent, and they had 43.4 percent of all employed workers. 


By the beginning of the lOth Five-Year Plan there had been essential changes 
in the size and technical-organizational level of industrial enterprises. 
They no longer included small enterprises which had not been mechanized; the 
bulk of output--both for industrial and personal consumption--was produced 
at the largest enterprises, which were highly mechanized and automated. In 
1975 73 percent of the fixed productive capital and 66.1 percent of all 
workers were concentrated in large enterprises comprising 12 percent of the 
total number of enterprises, and they produced more than 65 percent of total 
output. The share of small enterprises with a work force under 100 had drop- 
ped sharply (35 percent of the total number of enterprises, 3.1 percent of 
the total number of workers, and 2.5 percent of total fixed productive capi- 
tal), and they no longer play any essential role in production (3.9 percent 
of total output). 


These figures indicate that a fundamentally new organization of social pro- 
duction has been created in the primary units of the economy. Each of thom 
has grown both quantitatively and qualitatively, and its economic and pro- 
duction functions have changed. 
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Under present conditions the role of the concentration of production is also 
increasing because of the need to make production more efficient. The most 
favorable conditions for a rise of the productivity of live and embodied la- 
bor and for application of new technology are achieved on the basis of large 
enterprises and associations. Experience shows that large enterprises ordi- 
nar‘ly surpass small and medium-sized enterprises many times over with re- 
spect to the level of technology and production efficiency. Large enter- 
prises and associatior:, which represent a relatively small share of the to- 
tal number of enterprises, produce a large portion of tic output and account 
for most of the fixed productive capital and workers. For example, in 1975 
large enterprises with a gross output in excess of 10 million rubles, which 
represented 18.7 percent of the total number of enterprises, produced 81.6 
percent of the output, and they employed 70.1 percent of all production per- 
sonnel proper in the industrial sector. And small enterprises with a volume 
of gross output under 500,000 rubles, though they still represent 19.1 per- 
cent of the total number of enterprises, produced only 0.3 percent of the 
gross output, using for that purpose 1.5 percent of the total number of in- 
dustrial workers and 0.7 percent of fixed productive capital. 


Large enterprises whose fixed productive capital amounts to more than 3 mil- 
lion rubles, which comprise 24.3 percent of their total number, produce 79.2 
percent of all output and use for that purpose 75 percent of all workers and 
90.3 percent of fixed productive capital of the industrial sector. Enter- 
prises whose fixed productive capital amounts to less than 500,000 rubles, 
which represent 37.3 percent of the total number of enterprises, produce 
only 3.6 percent of the output, and they account for 6.1 percent of the to- 
tal number of workers and 1.4 percent of the fixed productive capital. ? 


And though we know that certain small enterprises may have a high technical 
level of production, may be highly specialized and may have high production 
efficiency, still the general pattern of the industrial development of the 
economy is the economic and technical superiority of large enterprises. 
This applies as well to production associations, where real opportunities 
are created for more elaborate specialization, for development of coopera- 
tive arrangements and combination, and for application of highly productive 
equipment. As K. Marx emphasized, "the growing scale of industrial enter- 
prises serves everywhere as the point of departure for broader organization 
of the joint work of many participants, for broader development of its mate- 
rial driving forces, i.e., for progressive transformation of the scattered 
and routine production processes to become socially combined and scientifi- 
cally guided production processes ."" 


The constructive impact of concentration on production efficiency is vividly 
manifested when we group industrial enterprises with respect to various cri- 
teria. The principal criteria are the volume of gross output, the number of 
workers and the value of fixed productive capital, since they manifest most 
clearly not only the advantages of the large enterprises, but also the unre- 
alized opportunities for further growth of production efficiency. 
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When the enterprises of the USSR industrial sector are classified in large 
groups, the level of efficiency of the concentration of production can be 
expressed as follows (see the table). 


Efficiency o* Concentration of Production in the USSR Industrial Sector in 
1975° (relative to the average level of the sector, taken as unity) 


Labor Capital-— Output- 
Produc- worker Capital 








tivity Ratio Ratio 
Group of enterprises by volume of gross output, 
in millions of rubles: 
Under 0.5 0.20 0.47 0.43 
0.5-10 0.64 0.63 1.01 
Over 10 1.16 1.16 1.00 
By number of workers: 
Under 200 1.14 0.73 1.56 
201-1,000 0.99 0.82 1.22 
Over 1,000 0.98 1.10 0.89 
By value of fixed productive capital, in mil- 
lions of rubles: 
Under 0.5 0.59 0.23 2.57 
0.5-3 0.91 0.44 2.07 
Over 3 1.06 1.20 0.88 


The figures in the table, though to some extent they are provisional, vividly 
show the vigorous impact which consolidation of enterprises (associations) 
is having on production efficiency expressed in terms of labor productivity, 
the capital-worker ratio and utilization of fixed productive capital, or the 
output-capital ratio. Moreover, the efficiency of the concentration of pro- 
duction is shown most consistently in the first group--the classification 
with respect to the volume of gross output. In this case large enterprises 
have a labor productivity that is almost sixfold higher than that of small 
enterprises, their capital per worker is almost 2.5-fold greater, and their 
output-capital ratio is 2.3-fold higher. And with respect to the average 
level of the sector, taken as unity, labor productivity at small enterprises 
stands at one-fifth, while the capital-labor ratio and output-capital ratio 
are less than one-half. It is chiefly at the large enterprises that these 
figures are higher than the average. There is thus an obvious difference in 
production efficiency between small and large enterprises, and there is also 
an obvious opportunity to increase production efficiency, especially at 
small enterprises. 


In the second group we see that consolidation of enterprises in terms of the 
number of workers is accompanied by a rise in the capital-worker ratio (from 
0.73 in the first group to 1.1 in the third). But labor productivity in the 
output-capital ratio are now lower at large enterprises than in the first 
group. This indicates substantial shortcomings in utilization of live and 
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embodied labor at large enterprises and the existence of enterprises with a 
relatively small work force which have high production efficiency. 


In the grouping with respect to the value of fixed productive capital our 
atteation is caught not only by the rise of labor productivity with in- 
creased enterprise size, but also and especially by the sharp increase in 
the capital-worker ratio and the drop in the output-capital ratio. At large 
enterprises, where the capital-worker ratio is 5.2-fold greater, the output- 
capital ratio proved to be barely one-third of what it was at small enter- 
prises. This indicates that the ever growing production capacities at large 
enterprises are functioning with a declining level of efficiency and with a 
higher cost per unit capacity. But in this case the rise of labor produc- 
tivity is achieved primarily in the extensive manner--by a faster growth of 
the capital-worker ratio. 


Consequently, as these figures show, there exists a substantial potential 
for raising production efficiency in the USSR industrial sector both by de- 
creasing the share of small enterprises with low productivity and also by 
increasing labor productivity and output-capital ratio at large enterprises. 





The present-day scientific-technical revolution, development of industrial 
specialization, cooperation and combination, and the formation of production 
associations and scientific-production associations are creating conditions 
favorable for raising the level of concentration and to reduction of the 
number of small enterprises with little mechanization. It complicates pro- 
duction relations to retain the latter as independent economic entities, 
holds back technical progress, and diverts workers into areas of production 
where productivity is low. 


If the concentration of production is to be raised, it has now become very 
necessary to strengthen planned regulation of this process at all levels of 
the economy and to pay more attention to indicators characterizing the level 
of concentration of production and its efficiency. In our view it is impor- 
tant to use for this purpose the indicators of the changing share of large 
and small enterprises in each industry and also the indicator of the rise of 
production efficiency resulting from these changes (rise of labor productiv- 
ity, the capital-worker ratio and the output-capital ratio). 


In the process of the ever more elaborate social division of labor, the for- 
mation of new enterprises and industries and the development of new terri- 
tories and settlements independent enterprises of various sizes and differ- 
ing economic structure are continuing to exist and are still being formed. 


Under these conditions formation of production associations does not elimi- 
nate the problems of the functioning of enterprises of different size (large, 
medium-sized and small) and of determining their rational economic structure 
(narrow specialization, versatility, merger or combination of these forms); 
there still remain the problems of the “optimality” of enterprise size, of 
taking into account the system of factors that restrict optimum concentration, 
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and many others. Altogether these questions make up the set of problems in- 
volved in improving the planning of the concentration of production, in 
raising its level, and of determining the economic benefit from increased 
enterprise size in a comparable system of indicators. 


In planned development efforts to raise the level of concentration, and that 
means in efforts to socialize production, it would be advisable to make 
broader use of classification of enterprises with respect to various cri- 
teria so as to determine the permissible limits of large and small enter- 
prises and the level of their efficiency. Groupings of enterprises compared 
with respect to various economic criteria make it possible to reflect more 
fully the specific aspect of the concentration of production and its impact 
on efficiency. Since as a rule this yields indicators on the level of pro- 
duction and production efficiency which are ambiguous, this makes it possi- 
ble to see more distinctly the potential that still has not been utilized 
for raising the efficiency of social production. 


The question of the factors limiting the optimum size of the enterprise and 
association is accordingly taking on ever greater importance. In the eco- 
nomics literature quite a bit of attention has been paid to this question, 
and it is valid to say that every enterprise is an element of two complex 
systems--the sectoral system and the regional system. That is why the eco- 
nomic benefit, as a criterion of the effect of various factors on optimum 
enterprise size, is shaped under the impact of two groups of factors--those 
internal to production and those which are external. The internal produc- 
tion factors (more elaborate specialization, application of new technology, 
scientific organization of work, and so on) as a rule have a positive effect 
and are conducive to higher efficiency of the concentration of production. 
The effect of the external factors (transportation, raw materials, labor re- 
sources and water supply, volumes of capital investments, etc.) is mainly 
manifested as a limit on efficiency of concentration, which means a limit on 
enterprise size. Excessive increase in the size of enterprises and associ- 
ations brings about unnecessary losses in the economy. It is therefore very 
important to know the factors that put limits on concentration. They in- 
clude the following: 


1. the level of production engineering and technology attained at maximum 
capacity; 


2. proportional combination of related production operations in a single 
complex; 


3. the raw materials base within the reasonable radius for delivery of raw 
materials and semifinished products; 


4, labor resources (taking into account their planned redistribution and 
outlays to build housing and consumer~service facilities) ; 
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5. shipping costs of raw materials and finished products to the point of 
consumption; 


6. the type of product and its quality (taking into account the influence 
of delivery of raw materials and finished products to the point of consump- 
tion). 


Along with these technical-and-organizational factors which are largely spe- 
cific to the particular industry, there are also factors of a social nature 
to be taken into account’ in connection with concentration: 


1. optimum and uniform location of enterprises over the area of the country; 


2. supporting the industrial development of small and medium-sized cities 
and settlements and economic regions; 


3. organization of thoy ough processing of agricultural raw materials at the 
point where the relevat crops are grown; 


4. development of ethnic and local handicrafts; 


5. achieving the correct demographic structure of the population while en- 
suring full employment in cities and settlements, especially in areas far 
from the center; 


6. the growth of the infrastructure in cities and settlements so as to take 
into account the leading role of the principal production complexes located 
in a given area. 


Nor can we ignore the factor of the efficiency in construction of enterprises 
of different sizes, their respective construction time, the periods for re- 
payment of investments, etc. 


All of this is evidence that the process of the concentration of production, 
even though large-scale production has its advantages and superiority over 
small-scale production, cannot be without limits in any specific case and in 
a given stage of development of social production. In addition to the ob- 
jective technical-and-economic and social factors encouraging a faster pace 
of the process of concentration, it always has definite and optimum limits 
by virtue of the impact of limiting factors. 


But there is no question that there is always a need for constant planned 
regulation and monitoring of permissible size both of enterprises under con- 
struction and also of existing enterprises, since a change in some one fac- 
tor also changes the optimum size of the enterprise from the standpoint of 
today and tomorrow. 


That is why in practice enterprises of different sizes do operate in a plan- 
ned economy, they cannot all be transformed into large enterprises. In every 
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stage of social development and in every industry they can be divided (ap- 
plying the classification given above and also other criteria so as to take 
into account the peculiar features of the industry) into large, medium-sized 
and relatively small, a further provision being that they all must meet the 
present-day level of technology and the organization of production. This 
rational mix of enterprises of different sizes is favored in large part by 
the present development of technology and the rising level of industrial 
specialization and cooperation and the possibility of unifying them to com 
prise specific production complexes. 


In a number of industries specialization by components and specialization by 
manufacturing function makes it possible to create enterprises of relatively 
small size with a high technical level of production (machinebuilding, elec- 
trical equipment, light industry). 


In examining the factors that stimulate or restrict the concentration of 
production, we must emphasize above all that they are profoundly dynamic and 
comprehensive in nature and that large-scale production has indubitable ad- 
vantages over small-scale production, other conditions being equal. 


In any case the preservation of small enterprises as relatively independent 
production entities requires thorough technical-and-economic and organiza- 
tional justification, and the localistic approach to development of "one's 
own" production operations on 4 regional or sectoral basis must not be per- 
mitted, if they prove to be economically inefficient. 


The economic advantages of large-scale production over small-scale produc- 
tion should be the subject of planning computation and the basis for sub- 
stantiation of faster process of the concentration of production in any in- 
dustry. The advantages of large-scale production can be calculated with re- 
spect to the principal indicators of efficiency as the basis for the inter- 
nal production potential that can be realized. 


The principal indicators for this purpose are the following: 

i. raising the technical level of production, the level of mechanization 
and automation of production, application of new technology, and a rise in 
the capital-worker ratio of principal production workers and auxiliary pro- 
duction workers; 

ii. elaboration of industrial specialization, cooperation and combination, 
ensuring a rise in labor productivity and a larger volume of production 
without additional outlays; 

iii. improved use of production eauipment and a higher output-capital ratio; 


iv. arise of labor productivity and creation of the social productive 
force of labor; 
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v. optimum consumption of supplies and raw materials per unit of the fin- 
ished product and reduction of production cost; 


vi. improvement of product quality and responsiveness to the demand of con- 
sumers for products of plants of different sizes. 


These indicators can be applied equally to all enterprises (associations) 
which have the status of a basic economic entity and const’tute a unified 
production and economic complex. They are used to substeutiate the process 
of the concentration of production in any industry and must be extended to 
all existing enterprises, and not just to those being built. We should note 
that the largest enterprises (where new capacities are not yet altogether 
utilized) frequently have economic indicators which are lower than those of 
enterprises wr re rated capacity has been attained. There might be such a 
time lag in the efficiency of large enterprises, but once again it requires 
a specific technical-and-economic substantiation. 


In this case we might recall the instructions of V. I. Lenin to the effect 
that “in industry ... the law of the superiority of large-scale production 
is not at all so absolute and so simple as is sometimes thought, and here 
only the equality of ‘other conditions’ (which do not always occur in real- 
ity by any means) ensures the full validity of the law." Like any law, it 
is manifested in the average, in the tendency, and this does not prevent 
certain enterprises which are small in size from having higher technical- 
and-economic indicators. 


At the present time, then, in order to raise the level of organization of 
social production, we should strengthen the planned and scientifically sound 
character of regulation of the concentration of production and of its impact 
on efficiency, and there is a need to reckon with the factors that encourage 
and restrict concentration for the entire range of existing enterprises. 
Successful fulfillment of the decisions of the 25th CPSU Congress and the 
November (1978) Plenum of the CPSU Central Committee concerning higher pro- 
duction efficiency and improvement of the organization and management of 
production is directly related to this effort. 


FOOTNOTES 


1. V. I. Lenin, "Polnoye sobraniye sochineniy" [Complete Works], Vol 43, 
p 81. 


2. See "Sotsialisticheskoye stroitel'stvo SSSR" [Building Socialism in the 
USSR], Moscow, Soyuzorguchet, 1936, p 44. 


3. "Narodnoye khozyaystvo SSSR za 60 let" [The 60-Year #’t-rv ef the So- 
viet Economy], Moscow, Statistika, 1977, p 192. 


4. K. Marx and F. Engels, "Sochineniya" [Works], Vol 23, p 642. 
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5. Calculated from data in "Narodnoye khozyaystvo SSSR za 60 let," Moscow, 
Statistika, 1977, p 192. 


6. V. I. Lenin, op. cit., Vol 4, p 110. 
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USE OF NEW NET OUTPUT INDICATOR EXPLAINED 
Alma-Ata NARODNOYE KHOZYAYSTVO KAZAKHSTANA in Russian No 6, Jun 79 pp 41-47 


[Article by professor and Doctor of Technical Sciences V. Belyakov, general 
director of the Kriogenmash Scientific-Production Association, and Candidate 
of Economic Sciences V. Zotov, department head of the association: "Normed 
Net Product Makes the Evaluation" ] 


[Text] The periodic press has published informative materials 
on the use of a new evaluation indicator, net product, as an 
experiment at machine building enterprises. 


The readers of the journal have requested that this be de- 
scribed in more detail, and for this purpose the editors 
have turned to V. P. Belyakov, general director of the 
Kriogenmash [Cryogenic Machinery] Scientific-Production 
Association, and V. V. Zotov, the department chief at 

this association. Below we publish their article. 


The current evaluation criteria for enterprise operations (gross, commodity 
and sold product) include the entire product value, both the new value cre- 
ated by the labor of the workers at a given enterprise, and the old which 
was created by the labor of the supplier enterprises and embodied in the 
expended means of production. This circumstance reduces the reliability of 
accounting and the objectivity of evaluating the labor contribution of pro- 
duction collectives, it does not encourage the saving of material resources, 
and distorts the indicators for labor productivity and the return on in- 
vestment. 


Life has demanded the establishing of indicators which would strengthen the 
effect of the plan on raising the technical level and quality of products, 
on .accelerating the growth rate of labor productivity, and the more effi- 
cient use of fixed capital, material, labor and financial resources. 


Since 1973, an experiment has been underway at a number of enterprises and 
associations of the USSR Minkhimmash [Ministry of Chemical Machine Building] 
in using an indicator of normed net product (NNP) in the planning, accounting 
and evaluating of the operations of these production units. 
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The Balashikha Order of Lenin Scientific-Production Asseciation for Cryo- 
genic Machine Building (Kriogenmash NPQ) has provided procedural leadership 
and has generalized the results of the experiment. 


The results are good as all the enterprises have successfully met the set 
quotas, they have significantly improved their indicators in comparison 
with the period preceding the experiment, and have achieved higher growth 
rates for the production volume and labor productivity than as an average 
for the ministry. 


What is the essence of evaluating enterprise operations using the new met~od? 
Principles for Defining the Rates 


Net product in terms of its content corresponds to the value newly created 

at the enterprise and includes the expenditures of necessary and surplus 
labor. Its rates are worked out by the enterprises themselves for the entire 
range of produced product. The fixed wholesale prices in effect at the 
moment of working out the NNP are used as the basis. If at this moment a 
temporary or conditional price is being employed for individual articles, 
then the rate set on the basis of this price is also considered temporary 

or conditional. The established rate for these articles is also revised 
simultaneously with the approving of the fixed (price list) price. 


The net product rates at all the enterprises are calculated using a stand- 
ard procedure, that is, by excluding from the current wholesale price of 
the article the value of the material expenditures (including amortization 
deductions) accounted for in setting the price. Here the material expendi- 
tures are determined on the basis of the costing of the article set in work- 
ing out and approving the wholesale price, and include both the direct 
material expenditures as well as the expenditures accounted for in compre- 
hensive items. The amount of direct material expenditures for each article 
is determined by direct calcuiation. But the material expenditures in the 
comprehensive items (in the shop and general plant expenditures, for non- 
production and other production expenditures, and in the expenditures on 
the preparation and development of production) are calculated on a consoli- 
dated basis using the proportional amount of material expenditures in ‘hese 
items. The share of such expenditures is set individually for each enter- 
prise. Their amount is checked and approved by the ministry, and remains 
fixed for the entire period the rate is in effect. 


The total material expenditures for the article are determined by adding 
the direct material expenditures and the material expenditures included in 
the cost of the article as comprehensive costing items. The calculation 
procedure for the net product rates by excluding material expenditures from 
the wholesale price of the article can be demonstrated from the example of 
an air separator (see Table 1). 
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No. Nane of Expenditure Unit Total 
1 2 3 
l. Direct material expenditures rubles 419,114 
2. Shop and general plant expenditures, expenditures 
on the maintenance and operation of equipment, 
and other comprehensive expenditures rubles 177,959 
3. Share of material expenditures in total compre- 
hensive expenditures % 46.4 
4. Material eypenditures in comprehensive items 
zing 3x Aine 2 _— 82,573 
5. Total material expenditures (line 1+ line 4) rubles 501,687 
6. Wholesale price of article rubles 707,000 
7. Net product rate (line 6-line 5) rubles 205,313 
Table 2 
No. Name of Expenditure Unit Total 
1 2 3 4 
1. Basic and additional wages for production workers 
with social security deductions in cost of article rubles 4,878 
2. Shop, general plant and other comprehensive ex- 
penditures rubles 177,959 
3. Proportional amount of wages with social security 
deductions and other elements of net product in 
comprehensive items t 53.6 
4, Total wages and other elements of net product in 
comprehensive items 
1 x 53.6 
<0 rubles 95,386 
5. Total wages with deductions and other elements of 
net product in planned cost of article 
(44,878 + 95,386) rubles 140,264 
6. Profit rubles 65,049 
7. Net product rate (140,264 + 65,049) rubles 205,313 


The net product rates can be determined also by another method, that is, 
by totaling up the expenditures on wages, social security deductions, and 


net product elements in the comprehersive items and profits. 


The scheme 


for determining the net product rates by this method under the same 
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situation is shown in Table 2. 
elements is more acceptable in determining the NNP for loss items. 


The method of adding up the net product 


For the product planned and accounted for only in cost terms (other products, 
spare parts, consumer goods, and so ferth) and services of an industrial 
nature (major and medium repairs on equipment and transport, production of 
nonstandard equipment, and so forth), the rates are determined in the form 
of composite coefficients which describe the ratio of the volume of net prod- 
uct to the commodity output of each type of this product in wholesale prices. 


An example of calculating the rates for net product which is to be planned 
in cost terms using the method of excluding the material expenditures from 
the wholesale price and using the data of one of the plants in the sector, 


is given in Table 3. 





























Table 3 
Unit |Spare|Consumer/ Industrial} Other 
=. indicators Parts| Goods Work Product 
1. Volume of commodity product 
in enterprise wholesale 
prices rubles 110 220 60 22k 
2. Direct material expenditures 
in full cost of commodity 
product by report rubles 47 105 33 135 
3. Shop, general plant and 
other comprehensive expendi- ) 
tures in full costs rubles 43 TT 14 63 
4. Proportional amount of ma- 
terial expenditures (includ- 
ing amortization deductions) 
in total of comprehensive 
expenditures (by calculation) 4% 34.94 34.94 34.94 34.9% 
5. Total material expenditures in 
comprehensive expenditures 
(line x line 4) rubles 15 27 5 22 
6. Total material expenditures 
(line 2+ line 5) rubles 62 132 38 157 
7. Total volume of net product 
(line 1- line 6) rubles 46 88 22 67 
8. Net product rate, 
line 7 x 100 
line i 4 43.7 40.0 36.0 30.0 


The net product rates, like wholesale prices, are set for an extended 
period. Their stability makes it possible without additional recalculations 
to carry out a comparative analysis of the technical and economic indicators 


47 





for enterprise operations over a number of years, and this is one of the 
advantages of NIP. 


Determining the Volume of NNP 


The volume of NNP includes all the component parts of commodity (gross) 
product: Finished articles, semifinished materials sold on the outside, 
work of an industrial nature carried out on the outside, and major overhauls 
on one's equipment and transport. 


The volume of NNP for the finished articles and semifinished products sold 
on the outside for the plan and report is determined by a direct calculation 
by remultiplying the established rates for each product by their quantity 

in physical units. For products planned and accounted for only in cost 
terms and for work of an industrial nature, this is done by multiplying its 
volume by a coefficient characterizing the proportional amount of net prod- 
uct in the volume of the corresponding product in wholesale prices for the 
last 1-2 years. 


If, for example, in the base period preceding the elaboration of the rate 
the volume of other product was 90,000 rubles, including 38,000 rubles of 
material expenditures, and net product was 52,000, then the conversion fac- 
tor will equal 0.57 (59:90). 


For incomplete production (where a change in its balance is included in the 
gross product), the volume of NNP is determined by multiplying the amount 
of the change in the balance of incomplete production by a coefficient equal 
to the ratio of the NNP planned and accounted for in physical units to its 
volume in wholesale prices. 


If, for example, the volume of gross product for the articles planned and 
accounted for in physical units is 48.0 million rubles, and the volume of 
net product for them is 23.5 million, then the conversion factor will equal 
0.49 (23.5:48.0). 


If the amount of the change in the balance of incomplete production is, for 
example, 30,000 rubles, then the volume of net product in them will equal 
14,700 rubles (30.0x0.49). 


Table 4 gives an example of calculating the volume using the figures of 
one of the plants in the se 


How the New Indicator "Work 


The use of net product in the system of planning indicators makes substan- 
tial adjustments in the evaluation of the physical production volume. These 
changes are more significant the greater the proportional amount of expendi- 
tures of previous labor in gross product output at an enterprise. 





Table & 





























Composition of Product & b c ad e f g 
A. Product planned in physi- 
cal units® 
1. AZnK-O2MT4 unit for 
separating air and 
rare gases 15}25,000/7,830] 375) 117.5) —-— 117.5 
2. Ramp 2x10 250 490; 100) 122) 25.0] -- 25.0 
3. Dewar flasks: 
ASD-5 1,000 4) 18 41) 18 -- 18.0 
ASD-16 10,000 63} 27) 630} 270 -- 29.0 
Total: — — — 6,336 2,535 0.4 2,535.0 
B. Spare parts for oxygen 
equipment -- -- -- 110} -- |0.437 48.0 
C. Consumer goods -- -- -- 220! -- |0.4 88.0 
D. Industrial work -- —-/;- 60} -- |0.36 21.0 
E. Other product -- -- -- 22h; -- 10.3 67.0 
Total: _ -- | == |6,950} -- -- 12,759 





"The product range is given in an abridged forn. 


Key: a--planned output, units; b--wholesale price on 1 January 1975, 
rubles; c--normed net product for articles planned in physical 
units, rubles; d--volume of commodity (gross) product, thousand 
rubles; e--volume of net product for articles planned in physical 
units (col. 2xcol. 4&4), thousand rubles; f--conversion factor for 
volume of other product into net product; g--volume of net product 
(thousand rubles). 


For example, at the Kriogenmash NPO, the output volume calculated on the 
basis of net product is more than 3-fold lover than the volume of gross 
product. At the Central Experimental Welding Shops, where the proportional 
amount of labor expenditures in product costs is very high, it reaches 80 
percent. For this reason the influence of the experimental indicator on 
eveluating the operations of this enterprise is less felt. 


Regardless of this, as practice shows, the net product indicator makes it 
possible to evaluate more objectively the work done by each collective and 
its contribution to manufacturing the end product. Changes in the cost of 
raw products, materials and preassembled articles do not influence the pro- 
duction volume and its dynamics calculated on the basis of this indicator. 


It is important to point out that the indicators for the fulfillment of the 
plan and the growth rate for net product, particularly during the first 
years of the experiment, were, as a rule, above the corresponding indicators 
calculated for gross product, This difference in the levels of plan 
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fulfillment and the growth rates of production in terms of net and gross 
product as an average for the entire group of enterprises, was 1.5-3.2 
points, and for individual plants reached 6 and more points. 


For example, in the first year of the experiment the Odessa Avtogenmash 

[ TAutogenous Welder] Plant fulfilled the plan for gross product by 101.5 
percent, and for net product by 105.3 percent. The growth rate, respectively, 
was 118.9 and 112.1 percent. As an analysis showed, the basic reason for 
these discrepancies was a change in the structure of the actually produced 
product in comparison with the planned and with the product structure of 

the base period. 


In particular, at the above-indicated plant, there was a decline in the 
output of the AGU-2M, UZhU-2M and AGU-8K units which are mounted on the 
KRAZ-257 and ZIL-130 trucks and, consequently, are characterized by a higher 
proportional amount of the exvenditures of "alien" labor. At the same time 
there was a rise in the output cf new products, consumer goods and spare 
parts for which the proportional amount of the NNP in the total volume of 
commodity output was 62 percent, with an average of 33.2 for the plant. 


A study of the data of the experiment over an extended period has shown that 
the difference in the fulfillment of the plan and growth rates for net prod- 
uct in comparison with gross product, is characteristic for not all the en- 
terprises, and it is observed not consistently, and, consequently, is not 
regular. Conversely, as the experiment has been extended, there has been 

a clear trend for the indicators for plan fulfillment and the dynamics of 
net and gross product to draw closer together. This is the result of in- 
creasing the tautness of the plan quotas for net product, on the one hand, 
anc a reduction in the possibility of a variation by structure in favor of 
the “advantageous” product, on the other. 


For this reason it would be wrong to feel that the net product indicator 
provides an “easy life” for the enterprises, making it possible to achieve 
higher results in comparison with the gross product indicator by selecting 
an “advantageous product range.” 


On the contrary, in being more objective in terms of its content, as it 
excludes the effect of double counting of material expenditures, this in- 
dicator requires the more precise organization of labor and production 
which would bring about an increase in product output primarily in physical 
(quantitative) terms and not in cost terms. 


The use of NNP im the planning and evaluating of enterprise operations has 
a positive effect also on fulfilling the product range plan. The problem 
is that the net product indicator, in excluding the influence of material 
expenditures on the production volume, makes product output relatively 
equally advantageous. A reduction in the incentive to produce material- 
intensive articles and a lowering of their equal advantage on this basis, 
under the conditions of using the new evaluation indicator, has contributed 
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to the fact that at individual enterprises there has been a significant in- 
crease in the output of preassembled articles, consumer goods and spare 
parts for which the national economy has a great need. Of course, it would 
be wrong to think that by a single indicator it is possible to fully solve 
the problem of eliminating the varying advantage of the articles and output 
in the set range and assortment. 


For this there must be a group of economic measures and at present this is 
being carried out in the nation. The NNP indicator merely helps to solve 
this problem. 


The Effectiveness of the New Method 


The most important indicators for production efficiency are labor produc- 
tivity, the return on investment, product output per ruble of expended 
materials (the return on materials), and so forth. 


The use of the net product indicator, in providing a more objective descrip- 
tion of the physical volume of production, makes it possible to assess more 
correctly production efficiency at each enterprise, and to judge the degree 
of plan fulfillment and the dynamics of these indicators more reliably than 
gross, commodity or sold product. 


Labor productivity at enterprises is presently measured from the output of 
gross product. This indicator does not always reliably reflect the achieved 
results. 


Let us give an example. In one of the shops of the Odessa Avtogenmash Plant, 
ten assemblers i: a month assemble five units with a total value of 250,000 
rubles. In another shop, the same number of assemblers with the same skills 
assemble 50 articulated type machines with a value of 50,000 rubles over 

the same time. It turns out that in the second shop, with the same working 
conditions, labor productivity is 5-fold lower than in the first shop. 


The large difference in per-worker output calculated on the basis of gross 
product is also observed in comparing the given indicator at different en- 
terprises of even the same sector. In measuring labor productivity by net 
product, these differences are substantially smoothed out. 


Output per worker calculated by gross product, for example, at the Barnaul 
Machine Plant is 3.3-fold higher than at another enterprise of this sector, 
the Experimental Vacuum Machine Building Plant. Yet the ratio of these 
indicators determined by net product is 1.66. 


The significant discrepancies in output at these enterprises are explained 
by the varying level of the expenditures of "alien" labor. Thus, material 
expenditures per ruble of waces at the former were 5 rubles 44 kopecks, and 
at the latter, just 1 ruble 30 kopecks. 
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Determining labor productivity on the basis of the net product indicator 
which makes it possible to a significant degree to exclude the influence of 
the material factor on the production volume mere correctly describes the 
efficiency of live labor, 


During the period of conducting the experiment, the indicators for plan 
fulfillment and the growth rates of labor productivity calculated on the 
basis of net product for a majority of enterprises were above these indi- 
cators calculated on the basis of gross vrroduct. 


This shows that the enterprises improved their work and achieved high re- 
sults not by increasing material intensiveness (and consequently, artificially 
increasing the growth of product output), but rather by a rise in the output 
of articles in physical units. The NNP indicator makes it possible to de- 
termine more soundly the demand for wages and to monitor the use of the wage 
fund. 


The planned wage fund corrected by the percentage of fulfilling the net prod- 
uct plan to a greater degree conforms to the objective requirements for wages, 
since the movement of net product more accurately reflects a change in labor 
expenditures in comparison with the dynamics of gross product. 


As the practice of operating under the new system has shown, an increase in 
the wage fund in keeping with the fulfillment of the net product plan is 
sound. This is a payment for invested labor. It is wrong to make the amount 
of the wage fund dependent upon gross product, since the latter to a greater 
degree is tied to a change in the amount and value of the used materials, 
preassembled articles and structural shifts in product output. The princi- 
ple of determining the wage fund in keeping with the fulfillment of the 
gross product plan does not interest the enterprises in above-plan output 

of labor-intensive products, as this may involve an overexpenditure of the 
wage fund. At the same time the national economy fails to receive extremely 
essential and scarce products. The logical extension of this is the con- 
clusion that NNP makes it possible to describe the ratio of the growth 

rates of labor productivity and average wages more correctly in comparison 
with the traditional indicators. 


The increase in average wages for each percent of rise in labor productivity 
when calculated for net product, as a rule, is substantially lower than for 
gross product. 


The significant increase in the production scale makes the problem of saving 
material resources more acute. A rise in their efficient use is assuming 
particular significance for the machtne building enterprises where material 
expenditures are 60-70 percent of product costs. As was already pointed 

out above, one of the advantages of the net product indicator is the fact 
that it makes all the products relatively equally advantageous and thereby 
excludes the impetus to produce material intensive and heavy products. 
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In designing the articles, an incentive to employ costly materials is elimi- 
nated by the fact that this would increase the price of the product and thus 
increase the "gross" volume. 


The obstacle for employing cheaper and accessible materials is eliminated. 
Due to this, for example, for the KtK-35-3 oxygen unit produced by the 
Kriogenmash NPO, the proportional amount of material expenditures in the 
wholesale price during the period of the experiment declined from 71.4 to 
62.5 percent. The total savings was hundreds of thousands of rubles. 


It is also essential to point out that the NNP indicator can also be a good 
basis for improving the procedures for calculating and planning product 
material intensiveness. 


Significant reserves for a rise in labor productivity and the production 
volume are to be found in improving the "work" of the fixed productive capi- 
tal. Its most accurate use is reflected in the indicator of the return on 
investment calculated on the basis of physical and conditionally physical 
measurements of the product volume. However, these indicators are appli- 
catle only at enterprises which produce a uniform product. But for the 
machine building plants which manufacture a broad range of products, the 
indicator of the return on investment can be calculated solely proceeding 
from the product volume in cost terms, that is, gross, commodity, sold, net 
or conditionally net. 


As operating experience has shown under the conditions of the experiment, 
the calculating of the indicator of the return on investment on the basis 
of the NNP provides a number of substantial advantages. Its main merit 

in comparison with the traditional methods is that it is not subject to the 
influence of a change in material expenditures and is less influenced by a 
change in structural shifts in product output. This provides higher re- 
liability and accuracy in determining the efficient use of the fixed pro- 
ductive capital. In addition, the NNP indicator can be applied in calcu- 
lating the return on investment in individual shops and at each production 
area. 


An important condition for raising the return on investment is to provide 
a more rapid growth rate of labor productivity in comparison with the 
dynamics of the capital—-to-labor ratio. An analysis of data obteined in 
the course of the experiment indicates that the growth rates of the return 
on capital and labor productivity calculated by the NNP exceed the growth 
rates of these indicators calculated for gross product. 


With a rise of 5.1 percent in the capital-to-labor ratio, labor productivity 
calculated for net product rose by 10.7 percent, and by only 9.6 percent 

for gross product. The return on investment was, respectively, 4.9 and 

4.6 percent. Since net product more objectively describes the operating 
results of the given enterprise, the indicator for the return on invest- 
ment calculated on its basis more accurately reflects the actual use of 
fixed productive capital. 
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Net Product and Encouraging the Development of New Equipment 


One of the most urgent and responsible tasks in the party's economic policy 
at the present stage is an acceleration of scientific and teehnical progress. 
For successfully carrying out this task, it is essential to have a system 

of planning indicators which would contribute to the most rapid introduction 
of new equipment into production and would put up a reliable economic bar- 
rier against the production of obsolete products. 


The operating experience under the conditions of the experiment has proven 
that the NNP indicator more accurately reflects the labor intensiveness of 
producing new products. The development of such products, as a rule, re~ 
quires higher labor expenditures. Because of this, relatively higher net 
product rates are set for their output. For example, while as an average 
for the Odessa Avtogenmash Plant the proportional amount of net product in 
gross product is 35.6 percent, for new products this varies from 45 to 60. 
This shows that an evaluation of enterprise operations using net product 
instead of gross creates better conditions for the development of new equip- 
ment. 


The greater incentive for the enterprises to develop and produce new prod- 
ucts can be seen also from a comparative analysis of product output per 
ruble of wages for the new and already developed, functionally analogous 
products, proceeding from an evaluation of them from the net product rates 
and the wholesale prices. The results of this analysis have shown that the 
output of new products in wholesale prices per ruble of wages, as a rule, 
is lower in comparison with analogous, previously developed products. 


Conversely, in making the evaluation from the net product rates, output was 
higher and consequently the production of these products was more advantageous. 


At the same time, a number of specialists, in commenting on the positive 
properties of the new indicator, have voiced fears that the NNP, in encourag- 
ing a reduction in the material intensiveness of the products, would impel 
the enterprises to intentionally overstate the planned labor intensiveness 
of the articles and increase the output of more labor intensive products. 

Of course, these fears have some justification. But it would be wrong to 
feel that it is possible to solve all the economic problems of a complicated 
economic mechanism by introducing one indicator. Along with introducing 
NNP, obviously all the current principles of planning, accounting and re- 
porting should be revised. It is essential to improve the quality of the 
normative base and above all the scientific soundness and quality of the 
labor standards. 


The net product rates set proceeding from the planned labor expenditures 
calculated on the basis of technically sound standards for the entire range 
of produced products make it possible to fully exclude the possibility of 
overstating their labor intensiveness. .Moreover, in comparison with the 
wholesale price which, along with labor expenditures, includes also material 
ones, the rates can be better monitored and checked for reliability. 
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The following must also be pointed out. Since the net product rates are set 
proceeding from the planned (normed) labor expenditures and not from the ac- 
tual ones, the new indicator excludes any incentive for the enterprises to 
increase the labor intensiveness of the articles. The manufacturing of more 
labor intensive articles does not bring the enterprises any advantages due 
to the fact that above-norm labor expenditures do not provide an increase 

in the volume of net product. 


Moreover, evaluating enterprise operations using stable net product rates 
encourages them to reduce the labor intensiveness of the articles on a basis 
of accelerating technical progress. 


In the course of the experiment, certain shortcomings were also disclosed 

in the net product indicator. First of all we must mention that the NIP, 

if it is calculated as the experimental procedure proposes, is not fully 
free from the influence of previous expenditures, since the net product 

rate includes a portion of the product figured for the value of the utilized 
material resources. For this reason we consider it more correct to set the 
profitability of the products proportional not to the entire cost of the 
article, but only that portion of it which corresponds to the wage expendi- 
tures. Such a procedure for calculating the NNP will make it possible to 
fully exclude any intentional increase in the expenditures of alien labor, 
and will more fully reflect the actual efficiency of the work of enterprises 
and associations. Our experience affirms that precisely this indicator 
should become the basis for planning and evaluating the production activi- 
ties of collectives. As is known, any measures carried out at enterprises 
(technical, organizational, economic and social) ultimately are aimed at 
improving production efficiency, reducing labor intensiveness, and increas- 
ing surplus product per unit of invested labor, and this as a whole is con- 
sidered in the proposed indicator. 


On its basis it is essential to calculate the volume of produced product, 
labor productivity, the return on investment, and to form the economic in- 
centive funds and other indicators characterizing the level of management 
efficiency. 


It is essential to point out that the use of net product can most fully 
disclose its possibilities under the condition of converting simultaneously 
all the enterprises of a sector to planning and evaluation using this in- 
dicator. Its local use within a group of enterprises or just one industrial 
association entails a number of difficulties related to double planning, 
accounting and reporting, and puts these enterprises under unequal condi- 
tions in summing up the results of the socialist competition, particularly 
on a level of the local bodies and ministries, where the basic mass of en- 
terprises is judged on the basis of traditional indicators. 


The realization of the advantages of the new indicator at the same time 
requires a rise in the level of all economic and primarily analytical work 
at the enterprises and associations. 
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Systematic analysis of the technical and economic indicators should become 
an inseparable function of the technical and economic services, and as well 
the economic leaders. This, in turn, will play net the last role in improv- 
ing production effictency. 
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PRODUCTION COST AS AN IMPORTANT EFFICIENCY INDICATOR 


Moscow PLANOVOYE KHOZYAYSTVO in Russian No 8, Aug 79 pp 96-103 
[frticle by A. Duginov: “Production Cost: A Most Important Efficiency 
Indicator* 


Frext] As the result of successfully fulfilling five-year plans the Soviet 
people have created a powerful economic and scientific-technical potential 


for the USSR. It is sufficient to say that the basic production funds have 
reached one trillion rubles. Last year alone 250 new large state industrial 


enterprises were put into operation. 


The USSR's national income, the chief source of expanded socialist repro- 
duction and of raising the well being of the people, last year amounted to 
417 villion rubles, having been increased during the year by 16 billio ru- 
bles. The most important question concerning the development of the social- 





Comittee, L. I. Breshnev euphasised that nov the need to carefully snalyse 
the primary problems of the development of the national economy from the 
position of further raising its efficiency is particularly felt. 


The growth in efficiency of public production is composed of many, inter- 
commnected elements and factors, which characterise the level and dynamics 
of public production and its results. Therefore the practical raising of 
the efficiency and quality of production and the evaluation of their re- 
sulte are done according to various indicators. To raise the efficiency 
of production various forms of all-union socialist competition of the 
Soviet people are used; their striving and creative searching, discovering 
and use of reserves for the growth of productivity and quality at all seo- 
tors help in this regard. 


One of the generalising indicators is the lowering of production cost. 
This is the chief source of growth in profit and for raising the profitabil- 
ity of production based on the growth of labor productivity, the conserva~ 
tive use of rew materials, materials, fuel, energy and the better use of 
production assets and labor resources. 
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In industry three fourths of the wholesale price is production cost —- the 

expensee of production of the industrial enterprises and the sales organi- 
zations, ch makes the indicator of production cost an important cost ac~- 
counting instrument in the battle to improve production and 

raise its efficiency. 


However, it must be pointed out that not all enterprises and ministries 
devote the necessary attention to this indicator. The problem is that in 
transferring the enterprises to the new system of planning and economic sti- 
mulation the indicater for lowering production cost was excluded from the 
directive indicators that were approved in the national economic plans. 


In place of the indicator for lowering production cost profit and profit- 
ability were approved for the enterprises, on the basis of which the funds 
for material economic stimulation are formed regardless of the condition 

and change of production cost. 


Of course. the managers of enterprises and ministries were somewhat dis- 
couraged , this in regard to lowering production cost, 


yor example, in 1961 - 1965, when each enterprise was assigned a task to 
lower production cost,ts percentage of enterprises, which did not fulfill 
the plan for production cost, was 21 per cents; for profit, which at that 
time was not established in national economic plans but was stipulated by 
the USSR Ministry of Finance in the balances of receipts and expenses, 351 
per cent of the enterprises did not fulfil] the plan. In 1966 = 1970, 
when in place of lowering production cost profit was approved, the plan for 
profit was not fulfilled by 22 per cent of the enterprises, and 24.8 per 
cent of the enterprises did not lower production cost. 


An alarming fact is that the amount of growth in profit due to the lowering 
of production cost is decreasing. In 1961 - 1965 it amounted to 57.8 per 
cent, in 1966 = 1970 48.7 per cent, and for the 1979 plan it is approximate- 
ly 40 per cent. 


Practice has shown that profit can be increased not only by carrying out 
measures for raising labor productivity and the more rational use of mater 
ial and financial resources, but also through the unfounded change in price 
and assortment of product (expanding the output of highly profitable pro- 
duct). We do not want to denigrate the significance that the profit indi- 
cator has for cost accounting. But from the viewpoint of the struggle to 
raise efficiency the profit indicator cannot replace the indicator of pro- 
duction cost. 


To strengthen the regimen of economizing in the national economy and the 
more complete disclosure and use of reserves for raising efficiency of pro- 
duction, the ministries and union republic ministries since 1975 have had 
the right to establish for the enterprises and organizations, when it is 
expedient, plans for lowering production cost in place of the indicator of 
profitability. According to the decision of the Inter Departmental Comis- 
sion of the USSR Gosplan on matters concerning the use of new methods of 
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planning, the indicator of production cost was included among the fund- 
forming factors. 


However work experience shows that the ministries make very poor use of the 
righte at their disposal. For example, in the plans for 1976 the percentage 
of enterprises, which had been given assignments for lowering production 
cost, were as follows: the USSR Ministry Meat and Dairy Industry - only 
1.1 per cent of the total number of enterprises; the USSR Ministry of Ma~ 
chine Tool and Tool Building Industry — 5.8 per cents; and the USSR Mini- 
stry of Machine Building for Light and Food Industry and Household Appli- 
ances - 5 percent. Things were no better in other ministries. Little has 
changed in subsequent years. In 1978 only 5.9 per cent of the ministry's 
enterprises approved the plan for production cost. 


In 1979 » ministries are to give more attention to matters of production 
coset as a factor in conserving production resources and in increasing state 
income; they are to expand the number of associations and enterprises for 
which the lowering of production cost is established instead of an assign- 
ment for profitability. However, in spite of this, the mumber of enter- 
prises, for which the 1979 plan calls for an assignment to lower production 
cost, lg been increased quite insignificantly. 


For example, in 1978 more than one third of the enterprises of the USSR Mi- 
nistry of Timber and Wood Processing Industry did not provide a lowering 
of production cost, and the plans for the cr rent year call for such an 
assignment for approximately 10 per cent of the enterprises; only 3 per 
cent of the enterprises of the USSR Ministry of Ferrous Metallurgy have 


been given an assignment to lower production cost. Things are no better 
in other ministries. 


Providing for the further dynamic and balanced development of the national 
economy requires that the enterprises and ministries primarily make for ef- 
ficient use of the enormous wealth that has been created by the creative 
labor of the Soviet people - production assets, labor and financial re- 
sources, In our opinion it is necessary that the ministries and union re- 

lic councils of ministers organize work for lower lowering production 
cost at all associations and enterprises that are subordinate to then. 


At present no discussion is underway on whether or not to approve the indi- 
cator of production cost of industrial product in the State plan for eco- 
nomic and social development (although this is a very important matter). 

It is necessary that the assignments for the enterprises and associations 
to lower production cost become an organic component of their plans and 
that the ministries and enterprises jointly justify them very carefully, 
just as they do for other planning assignments. 


The decisions of the November (1978) Plenum of the CPSU Central Committee 
are directed at this. The decree of the Plenum states: "It is t 
that the regimen of economizing, as one of the basic principles of social- 
ist economic management, be consistently accomplished in each branch, in 
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each production collective and at each work space." * 


It is extremely important to specify the justified plamned level of expendi- 
tures for production and the sales of product taking into consideration the 
specific conditions, in which the enterprise works. Moreover some ministries 
are doing an inadequate job of drawing associations and enterprises into 
preparing a technical and economic justification of plans although it is 
known, for example, that in the raw material and mining branches of indus- 
try in recent years the quality of the raw materials that are received has 
worsened and the costs for its extraction and processing are rising since 
the amounts of fuel and raw material resources that are extracted in pre- 
viously assimilated deposits have been reduced. The expansion of their 
extraction in eastern and northern regions of the USSR has required large 
capital investments. 


As industry moves into new regions there is an increase in expenditures for 
outfitting mines and pits, as well as transportation costs for delivering 
raw materials, semi-manufactures and fuel. 


In addition, large scale measures are being taken to raise wages and improve 
working conditions for many categories of workers. New standards for amorti- 
zation allowances were reviewed and introduced in 1975. Expenditures for 
protecting the environment rose. All of this must taken into consideratiion 


and analyzed with developing plans. 


Nonetheless the rise in price of raw materiale must be restrained and in 
certain branches of industry reduced by means of the more extensive adoption 
into production of the achievements of science and technology, raising la- 
bor productivity and the more rational (comprehensive) use of raw materials, 
materials, fuel and engergy, i.e., the lowering of production cost. Un- 
fortunately, in many cases the unsatisfactory assimilation of fixed assets 
md production capacities is restraining the rates of adopting new equipment 
and technology and does mot make it possible to fully realize the economic 
impace from their use, which, of course, camnot be blamed on objective rea- 
sons. Production cost is significantly lowered by the relative reduction 
of constant expenses (for heating and lights, etc.). 


To fulfill the decisions of the 25th Party Congress and the assignments of 
the five-year plan requires that the influence of the production cost indi- 
cator upon raising the efficiency of production be strengthened. It is 
planned to lower in industry by 4-5 per cent the expenditures per ruble of 
commodity production (including 9 - 10 per cent in machine building), and 

to obtain in 1960 more than 20 billion rubles in savings by lowering expendi- 
tures of material, labor and financial resources and to provide for a growth 
in profit of more than 50 per cent by lowering production cost. In the five- 
year plan for the development of the national economy for 1976 through 1980 
ways to fulfill these assignments are stipulated. 


The government when examining draft plans and the results of their fulfill- 
ment always requires that the ministries carry out measures for raising la- 
bor productivity, the better use of equipment, production capacities, 
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material, labor and financial resources. All of this gives the econamic 
services of the associations, enterprises and ministries the task of more 
carefully plamming the indicator of production cost and to take into con- 
sideratio all factors for the growth of production. 


The growth in production at existing enterprises must be obtained, as a 
rule, using the same number of personnel or less. Consequently, with a 
growth in the absolute amount of the wage fund the share in the expenses 

of production and the amount per ruble of product will drop, which will pro- 
vide approximately 50 per cent of the lowering of production cost plamned 
for the five-year plan. 


One way to do this is the better norm setting for labor, the adoption of 

technically sound norms and standards of service, particularly in the aux- 
illiary and time rate jobs. Moreover at present the labor of 40 per cent 
of time rate workers is not standardized, while for piece-rate workers 


(approximately one fifth of them) labor is determined acoording to experi- 
mental-statistical norms. 


The most important factor for raising the efficiency of production is the 
regimen of economizing, i.e., thrift in using material resources. In indus- 
try three fourths of the entire production cost is comprised (without anorti- 
zation) of material expenditures. Four hundred billion rubles per year are 
spent on raw materials, basic and aurilliary materials, fuel, and electric 
power. In the branches of the light and food industry material expenditures 
reach 90 per cent. The lowering of the consumption of materials in product 
in the Tenth Pive-Year Plan must provide more than half of the planned lo- 
wering of expensies in production. Therefore the improving of the planning 
of production cost and raising the level of economic work in the enterprises 
and ministries must be directly chiefly at improving the norm setting of 
material expenditures taking into consideration the achievements of science 
and technology, the experience of leading enterprises, shops and sectors. 
However, work in improving planning is not always performed at a high level. 
At many enterprises the norms of expenditure for individual kinds of pro- 
duct are not being reviewed for a long period of time. 


Often the norms do not adequately take into consideration the already achieved 
results or the experience of other enterprises. For example, in 1978 the 
following norms for the expenditure of comventional fuel were plamned: the 
Nizhniy—Tagil metallurgical combine for one ton of rolled ferrous metal - 
73,500 kilocalories with a plan for 1977 of 73,000 kilocalories and an 
actual expenditure of 72,600 kilocalories; the Yenakiyevekiy metallurgical 
plant for one ton yield of open-hearth steel - 152.5 kilograms with a plan- 
ned norm for 1977 of 151.6 and an actual expenditure of 150.9 kilograms; 

the Kamensko-Ural'skiy plant for processing non-ferrous metals for one ton 
of rolled copper = 62 kilograms with an actual expenditure in 1977 of 60 
kilograms; the Ashkhabad cotton combine imeni Dzerzhinskiy with an expend- 
iture of electric power for 1,000 square meters of fabric of 824 kilowatt 
hours, when in 1976 787 kilowatt hours were planned and in 1977 819 kilowatt 
hours were planned, 
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Subsequently, the lack at many enterprises of mandatory assignments for 
lowering production cost is seen in the weakening of control over the ex 
penciture of raw materials, materials and fuel, 


An important factor for lowering production cost is the comprehensive, more 
complete use of raw material resources. The amounts of production waste 
are an indicator of this. In 1975 waste in industry based an the price of 
the initial raw material came to 11.8 billion rubles, of which losses that 
were written off as production costs came to 6.8 billion rubles, or 2.3 per 
cent of the cost of the raw materials and materials used in the production 
of product; in machine building and metal working - &.5 per cent, the tin- 
ber and wood working industry - 5.5 per cent of the expenditure of raw ma- 
terials and materials. In 1976 the waste in industry came to 12.3 billian 
rubles, of which losses accounted for 7.1 billion rubles. Of course, there 
will always be some losses, but in some cases they are the result of insuf- 
ficient attention to and control over the use of raw materials and materials 
and the imperfection of the equipment and technology that are used and 

a plain lack of economic management. 


The raising of the technical level and the organization of production are 
of great importance in lowering material and labor expenditures. In the 
Ninth Five-Year Plan these factors contributed more than two thirds of the 
entire savings from lowering production coat. In the Tenth Five-Year Plan 


Technical progress is more than just new, more improved machinery and tech- 
nology; it includes progressive engineering and design solutions comnected 
with the improvement of the product that is produced, the increase in the 
manufacture of new economical kinds of rew materiale and materials and their 
more comprehensive processing. It includes the expansion of using propo- 
sale for improving production methods, leading experience, the scientific 
orgenization of labor and raising the yield from each unit of material, la- 
bor and financial resources. 


There are considerable opportunities at each enterprise to accomplish tech- 
nicel progress. I want again remind you that production cost is the re- 
gult of all production activity of an enterprise. Therefore the plaming 
of production cost at the enterprise is not only the concern of the planners. 
The active participation of all technical and design services in developing 
the estimates, in the economic evaluation of the measures to be carried out 
will help the enterprises to raise the technical and economic soundness of 
the plans for production cost and will help the appropriate ministry to more 
comctly distribute plans among the associations and enterprises. Such an 
approach will provide for the fulfillment of the plan not only for the in- 
dustry and ministry on the whole, but also at each enterprise. 


In recent years a large number of new capacities are being put into opera- 
tion; and the production cost of the products that are being assimilated 
substantially influences the production cost of the enterprises of the 
ministries on the whole, 


62 








In the Ministry of the Chemical Industry expenditures per ruble of c= 
modity product at newly built enterprises came to 117 kopecks with average 
expenditures for the ministry of 78 kopecks; at the Rovne production as- 
sociation "Azot" they reached 219 kopecks. 


At the newly built enterprises and facilities of the USSR Ministry of the 
Construction Materials Industry expenditures for product production is 
1.5 to 2—fold greater than the average for the branch. Moreover at some 
enterprises they significantly exceed projected norms, 


It must be noted that individual ministries are inadequately studying the 
organization of work at new enterprises af facilities, and are doing little 
analysis of the reasons for the high expenditures and when submitting 
draft plams they are actively trying to proove to USSR Gosplan the need 
to take into consideration the increased expenditures in estimates for 
the structure of production (and subsequently, lowering the profit 
plan), which in practice does not stimlate the rapid assimilation of new 
comstruction projects. Moreover the new enterprises in a technical sense 
are more modern, and the speeding up of the production capacities that have 


been introduced there and the improvement of the organization of production 
are a substantial reserve for lowering productia cost. 


The need to strengthen attention toward matters of calculating and produc- 
tion cost in industry is dictated by plammed price setting. The decision 
of the 25th Party Congress states: "To accomplish measures for the further 
improvement of wholesale prices and rates. To raise the motivation role 
of prices in speeding up scientific-technical progress, the renovation and 
improvement of product quality and the rational use of material resources. 
In setting wholesale prices for new manufactured articles, especially for 
machines and equipment, plan to lower their level per wit of useful ef- 
fect." * 


Ome of the chief fimctions of our plammed prices is the measurement of ex- 
penditures of pulilic labor and its results. To carry out this fimction it 
is necessary for the price to reflect the amount of the public required 
labor expenditures as precisely as possible. Most of the expenditures go 
for production costs. Therefore production cost is the starting point for 
Planned price setting and the decisive part of price. 


In 1967 there was a reform in wholesale prices. The prices that were im 

plemented at that time were close to the public required labor expenditures. 
They provided each normally operating enterprise witi: its expmses and pro- 
fit needed to make payments into the budget: payment for production assets, 
for creating economic incentive funds, interest on credit and other expendi- 
tures needed for the expanded reproduction. The initial base of wholesale 

prices in industry was the average branch production cost of 1965, 


* "Waterialy XX s'yezda KPSS", Moscow, Politisdat, 1977, p 173. 
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Ag shown above, in recent years in connection with the movement of industry 
into the northern and eastern regions and the carrying out of several other 
large measures there has been a significant increase in expenditures for 
production, capital investments, shipments and so forth. The wholesale 
prices that are now in effect for several kinds of product already do not 
correspond to the public required expenditures for labor, and do not pro- 
vide for the proper selection of economic decisions and the more rational 
use of material resources, To a large extent they are distoring the ef- 
ficiency of the production of individual articles. 


Presently at enterprises, associations and in the ministries the planning 
of production cost is accomplished in accordance with the Basic regulations 
for the planning, accounting and calculating of production cost at indus- 
trial enterprises that were approved by the USSR Gosplan, the USSR Ministry 
of Finance, the USSR State Committee for Prices and the USSR Central Sta- 
tistical Adm\nistration in 1970. 


The majority of the ministries on the basis of this Regulation have published 
their own instructions, which take into consideration the specific features 
of the technology and economics of the branch. More than § years passed. 
Now the Basic regulations for the plamming of production cost and calculate 
ing production scarcely reflect the great changes that have taken place in 
the economy, planning and management of the Soviet Union. It should be es- 
phasized that to raise the economic efficiency of production it is neces- 
sary for production cost to correspond to the actual expenditures for pro- 
duction. Then production cost will become the initial base for determining 


wholesale prices, which will approximate the public required expenditures 
for labor. 


At present a portion of state expenditures for production is not included 
in its production cost or reflected partially in it (for example, the cost 
of geological exploration work, expenditures for timber recycling, outlays 
for science, etc.). This is one of the reasons for price fluctuations from 
cost, for inflating the profit of individual branches and manufactured arti- 
cles, which, in turn, distorts the ratio of prices for some kinds of pro- 
duct and unreliably reflects the efficiency of their production. 


Therefore the Ba®ic regulations for the plann‘’sg and calculating of indus- 
triel product need to be refined. They must sh: the changes that have ta- 
ken place in our industry, and primarily the comcentration and specializa- 
tion of production: the creation of production and scientific-production 
associations, the motivation of production and the adoption into the na- 
tional economy of the achievements of science and technology, the more ra- 
tional use of material. labor and financial resources and the raising of 
product quality. 


In the conditions for scientific-technical progress one of the .ortant 
taskr is the improvement of the planning of expenditures for production and 
the assimilation of new technology and for branch scientifioc-research de- 
sign work. At present in the gajority of the ministries there are funds 
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for the assimilation of new technology, wnich have been created by taking 
deductions from production cost. Other ministries have created a unified 
fund for the development of science and technology at the expense of pro- 
fit. Inspite of the significant increase of the funds, up until now the 
shortcomings in the planning of expenditures for new technology and new 
kinds of product have not been elizinated: these shortcomings are slowing 
down their rapid adoption into production: and assimilation for both the 
producers and the consumers. 


The improvement of the planning and calculating of industrial production 

cost from the point of view of the more accurate reflection of the actual 
expenses of production requires a scientifically justiiied distribution of 
complex expenditures for individual kinds of product and primarily the ex- 


penses for maintaining and operating of equipment and for raw materials 
when it is being used comprehensively, etc. 


At many enterprises the expenses for maintaining and operating equipment 
are spread out for the articles that are manufactured in proportion to wages 
of the production workers, which incorrectly reflects the production cust 
of the manufactured articles which are manufactured on highly productive, 
costly equipment with few workers and a relatively small wage fund. As 
concerns the calculation of production cost of manufactured articles under 
a comprehensive reprocessing of raw materials, industry lacks a unified 
scientifically justified methodology for spreading out the expenditures. 
Moreover the comprehensive use of raw materials and materials is a most 
important factor for raising the efficiency of production. 


The methodology for planning the production cost with respect to raising 
it consumer properties, i.e., quality, is in need of improvement. 


High quality product is more efficient. When planning expenditures for 

raising the quality of product it ie necessary to provide for fulfilling 
the decisions of the 25th Party Congress for lowering the level of prices 
per unit of useful effect. Therefore the lowering of production cost and 
improving the quality must act in one direction - raising the efficiency 
of production. 


Other matters concerning the plamning and calculating of production cost 
at industrial enterprises are in need of improvement. 


In this manner, to provide for the growth of production efficiency it is 
necessary to improve the use of material, labor and financial resources, 
which in the final analysis will be reflected in the lowering of production 
cost. The indicator for lowering production cost should be included as a 
mandatory assignment for each enterprise. 


COPYRIGHT: Izdatel'stvo "Ekonomika", “Planovoye kho:yaystvo", 1979 
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DISCUSSION OF EFFECTIVENESS OF NEW TECHNOLOGY 
Moscow EKONOMICHESKAYA GAZETA in Russian No 37, Sep 79 p 6 


[Article prepared by a division of the USSR State Committee for Science and 
Technology] 


[Text] An indicator entitled "Economic Benefit From Per- 
formance of Scientific-Technical Measures” will be as- 
signed in the section on application of new technology in 
5-year plans for economic and social development to in- 
dustrial ministries, associations and enterprises begin- 
ning with the llth Five-Year Plan. How is the magnitude 
of the economic benefit determined at enterprises and in 
scientific research organizations? This question is an- 
swered by a division of the USSR State Committee for Sci- 
ence and Technology. 


The economic benefit of advances in science and technology constitutes the 
total saving on ali production factors (live labor, materials, capital in- 
vestments) which the national economy obtains and which is ultimately ex- 
pressed in the size of the national income. In accordance with the Method 
for Determining the Economic Efficiency of Utilization of New Technology, 
Inventions and Innovative Proposals in the National Economy (EKONOMICHESKAYA 
GAZETA, No 10, 1977), the annual economic benefit is computed on the basis 
of a comparison of imputed costs for the base technology and the new tech- 
nology. The imputed costs represent the sum total of the production cost 
and a standard rate of profit: C = P + EgI, in which C represents /aputea 
costs per unit output (operation), in rubles; P represents the production 
cost per unit output (operation), in rubles; I represents specific capital 
investments in productive capital, in rubles; Eg is the standard efficiency 
coefficient of the capital investments (0.15). 


In accordance with the Procedure for Assessment of the Scientific-Technical 
Activity of Scientific Research, Project Planning and Design and Project 
Planning and Technology Organizations (EKONOMICHESKAYA GAZETA, No 42, 1974), 
in the case of scientific research the economic efficiency of outlays to 
conduct research (development) is established. It is determined by comparing 
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the economic benefit obtained in the national economy from application of 
research (development) completed in the research period (development period) 
being analyzed and bringing about that benefit. Outlays for basic research, 
for work on specialized and social topics and for research related to plan- 
ning in the industry are omitted from these costs since they do not create a 
manifest economic benefit. Moreover, the share of the organization in the 
benefit created is taken into account. 


The share is determined in accordance with Section 5, which is entitled 
“Principal Methodological Principles for Determining Economic Efficiency of 
Scientific Research Projects," according to the following scale (in percent- 
ages): 


From 30 From 20 #£=x¥From 25 
to 50 to 35 to 40 100 





Research and project planning and 
design projects X 
Technological projects and projects 
to prepare production x 
Projects to debug and organize produc- 
tion of new technology x 
Total x 


Superior organizations can determine the precise levels of the share as a 
function of expenditures of labor, the significance of the project, the cre- 
ative contribution of collectives to creating, producing and applying new 
technology and other factors. The share of organizations in the economic 
benefit is adjusted when the completed work is accepted. 


In the USSR, as we see from the table, the size of the economic benefit from 
application of measures related to new technology is increasing every year: 


1970 1975 1978 


Number of measures related to new technology ap- 


plied, in thousands 423 621 675 
Actual outlays to apply measures (including outlays 

from past years), in millions of rubles 5,011 7,518 8,660 
Annual economic benefit of applying new technology, 

in millions of rubles 2,607 3,832 4,340 


In 1978 the number of measures related to new technology applied was 675,000, 
and the annual economic benefit from applying new technology was 4.34 billion 
rubles. 
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MORE RELIABLE SUPPLY TO INDUSTRY 
Moscow SOTSIALISTICHESKAYA INDUSTRIYA in Russian 11 Sep 79 p 2 
[Account of a meeting of the party aktiv of USSR Gossnab by A. Komarovskiy] 


[Text] The decree of the CPSU Central Committee on further improvement of 
the economic system and the tasks of party organs and government agencies 
and the decree of the CPSU Central Committee and USSR Council of Ministers 
entitled "On Improvement of Planning and Strengthening the Impact of the 
Economic System Toward Raising Production Efficiency and the Quality of Per- 
formance” have been called documents of truly programmatic significance by 
the Soviet people. In their discussion of these documents party members are 
in their meetings determining ways of specific implementation of the meas- 
ures which have been drafted. 


N. Martynov, chairman of USSR Gossnab, presented a report at the meeting of 
the party aktiv of USSR Gossnab. Party members unanimously approved the 
documents which have been adopted and were businesslike and spoke from the 
fundamental positions of party criticism in analyzing and evaluating the 
experience of the supply system to date, and they presented valuable propos- 
als concerning how work can be reorganized more quickly and better in the 
light of the high new requirements. 


The state supply system occupies one of the key positions in the country's 
planned economy. Given the present enormous scale of production, of capital 
construction and of transport, the quality of performance of all parts of 
this system has a paramount impact both on the activity of every enterprise 
and also on ultimate efficiency in the national economy. 


“Paramount significance is attributed in the decrees which have been adopted,” 
said A. Selivanov, deputy chief of the economic administration, “to ensuring 
the internal consistency of state plans. The first step should be to deter- 
mine the list of products for which distribution balances and plans are 
drafted and approved jointly by USSR Gosplan, USSR Gossnab, USSR ministries 
and departments and councils of ministers of union republics. 








This is a big job and has fundamental importance. Not only must it be done 
thoroughly, but a tight deadline must also be met. 


Drafting a balanced plan requires that one determine the justified need for 
material resources, and this cannot be done without a scientifically sound 
set of standards to apply. The system of progressive standard allowances is 
to go into effect even at the beginning of the coming year. This job, which 
is extremely time-consuming and extensive, it was pointed out by the party 
members, requires the use of up-to-date methods and computers. 


A special place in the work of USSR Gossnab and its local agencies, the 

party members pointed out, should be taken by performance of the tasks set 

vy the party and government concerning more optimum utilization of resources. 
Specifically, there is a need to expand the list of products for which as- 
signment to reduce standard rates of consumption are issued. Participants 

in the meeting pointed to the need for preparing resource economy programs. 


"Immeasurably higher requirements are being set for the supply system in 
providing a comprehensive solution to the development problems of industry," 
noted A. Vlasov, chief of the administration of supply and intersector rela- 
tions for products of heavy machinebuilding. "We need to tighten up operat- 
ing procedures, amending many of them and creating new ones. Especially 
with regard to establishing lasting business relations concerning deliveries. 
We also face large tasks in developing guaranteed aggregate supply of mate- 
rials and equipment to production associations and enterprises." 


Strict observance of contract discipline must be achieved by agencies of 
USSR Gossnab under the new conditions in order to ensure effective fulfill- 
ment of material and technical supply plans. Certain work is being done 
along these lines. In the first half of 1979 alone many millions of fines 
were collected from suppliers whose deliveries were late. But it is still 
not uncommon for these things to be overlooked and for a reluctant partner 
to “make life easier" for the supplier without taking into account the con- 
sequences which the late deliveries cause in the subsequent phases of the 
manufacturing chain and the degree to which they lower ultimate efficiency 
in the national economy. Now the decision concerning mandatory application 
of penalties for late deliveries will help to strengthen contract discipline. 
This penalty system should also be set into smooth operation by Gossnab 
agencies. 


Much attention was paid by the party members to the problems of raising the 
efficiency of capital production. Our country's achievements in this direc- 
tion are widely known, and in no other country in the world is industrial 
construction being done on such a scale. But serious shortcomings in this 
area are also well known. 


"On the one hand the builders are constantly complaining of a shortage of 
material resources," E. Orzhekhovskiy, chief of the administration for sup- 
ply of the construction sector, pointed out. “And this is true. But we 
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will not close our eyes either to the fact that large amounts of scarce ma- 
terials are at present frozen in above-allowance partial completion: more 
than 5 million tons of rolled products of ferrous metals, almost 24 million 
tons of cement, and more “han 12 million cubic meters of timber...." 


The scattering and inactivity of a sizable portion of resources is becoming 
one of the principal reasons why projects near completion are not being put 
into operation on time, party members of Gossnab pointed out. And this is 
resulting in large subsequent disruptions in the operation of the economic 
mechanism. It has been calculated that a reduction of just one percentage 
point in activation of industrial facilities from the volume set in the plan 
deprives the national economy of 1 billion rubles of output. 


How is this phenomenon to be combated? First of all, it was emphasized at 
the meeting, everything should be done to promote a reduction of partial 
completion of construction and a concentration of manpower and resources on 
projects important to the national economy. 


In 1981 USSR Gossnab should through its regional agencies convert construc- 
tion projects included in the state plan to aggregate supply of materials in 
accordance with the need defined in project plans and cost estimates. Cer- 
tain experience has been acquired along these lines. The supply of a number 
of large organizations and construction projects has been organized accord- 
ing to this system, including projects of the Belorussian Ministry of Indus- 
trial Construction, construction of the gigantic motor vehicle plant on the 
Kama River, Atommash [Soviet enterprise specializing in manufacture of nu- 
clear power plant equipment], etc. But now the scale of operation of the 
new method should in a short time increase many times over. And this re- 
quires that USSR Gossnab, its main administrations and its regional agencies 
take a new approach to this matter, adopt new organizational solutions, and 
do extensive and efficient preparatory work. 


“Above all we must greatly improve the criteria for evaluating the perfor- 
mance of material and technical supply agencies," said S. Kolmakov, chief of 
the planning and finance administration. "In 1980 we will have to complete 
the conversion of all our agencies to cost accounting. This should be an 
important incentive for better utilization of the entire potential of the 
supply system. It is no simple problem, and solving it successfully depends 
largely on the level of coordination of the efforts of party members and all 
workers of the administrations, divisions and main administrations of USSR_ 
Gossnab. LANs 


Today the system of USSR Gossnab possesses fixed productive capital valued 

at more than 2 billion rubles. Construction has included a number of up-to- 
date warehouses and enterprises for deliveries of products, for processing 

secondary raw materials, and for repairing containers. But at the same time 
the party members noted that the capability of the supply system is lagging 
behind present requirements, that decisive steps have to be taken to develop 
it, to speed up construction of new projects and reconstruction of existing 
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ones, and to mechanize and automate warehouse and materials-handling opera- 
tions. Valuable suggestions were made on speeding up conversion to central- 
ized delivery of shipments, on broader application of package shipments, 
containers and pallets, and on methods of network delivery of shipments. 
Sharp questions were posed concerning the need to increase the volume of ag- 
gregate deliveries and production services rendered consumers, concerning 
creation of a broad network of enterprises for breaking down shipments, 
equipment rental stations and development of other up-to-date forms of mate- 
rial and technical supply. 


The meeting of the party aktiv of USSR Gossnab adopted an elaborate decision 
defining the specific task of party members concerning adoption and imple- 
mentation of new methods of management and radical improvement of operation 
of the system of state supply. 
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REVIEW OF N. FEDORENKO'S BOOK ON PLANNING AND MANAGEMENT 
Moscow SOTSIALISTICHESKAYA INDUSTRIYA in Russian 12 Sep 79 p 3 


[Review by A. Rumyantsev, member of the academy, of the book "Nekotoryye 
voprosy teorii i praktiki planirovaniya i upravleniya"™ by N. Fedorenko, menm- 
ber of the academy and director of the Central Institute for Mathematical 
Economics, Izd-vo Nauka, Moscow, 1979] 


[Text] The book has a strictly academic title: "Certain Aspects of the 
Theory and Practice of Planning and Management." But a careful examination 
shows that the author has presented for the readers’ judgment a profound 
scholarly work covering not merely “certain,” but a very broad range of the 
most urgent problems which are today of concern to the country's scientists 
as well as its economic leaders. 


The book is like a scholar's response to the instructions of the 25th CPSU 

Congress concerning higher efficiency of the entire economic system. Its 

content can be broken down into two parts, each of which is devoted to one 

of the principal aspects of the economic system: the first has to do with ) 
economic planning and the second with methods of implementing the decisions 

incorporated in the plan, above all organizational and economic methods. 


The author emphasizes that these two aspects stand in dialectical unity. 
Improvement of the economic levers used in management-~-however important 
they might be--does not bring about the necessary results if enterprises and 
associations do not organize their activity on the basis of cost accounting. 
On the other hand, any strengthening of the economic levers for exerting 
pressure on production collectives will once again be ineffective unless 
there is a comprehensible planned future, unless every unit's place in solv- 
ing the common tasks has been defined. 


The author familiarizes the reader with the most recent developments of the 
mathematical economists in the field of developing methods of planning and 
managine production using programs aimed at a specific goal, with the prob- 
lems of forecasting socioeconomic and scientific developments, and the build- 
ing of systems of mathematical-economic models of national economic planning. 
The extensive scientific spadework already done motivated the author to raise 
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the question of broad step-by-step practical application of the methods of 
optiaum planning of the national economy. This task is altogether realistic: 
the author convincingly demonstrates this with the examples of such indus- 
tries as plastics and man-made fibers. 


The book also summarizes the experience of using economic methods of manag- 
ing associations and enterprises, and the theo.‘etical and practical aspects 
of cost accounting are examined. The economic independence of large associ- 
ations, the author asserts, is the conditior that ensures flexibility of the 
economic system and speedy reaction to the changing conditions of production 
and sales. 


The author goes on to develop the ideas of what is called optimum price for- 
mation, which is inseparably bound up with optimum planning. An important 
place in the principles of price formation which he advocates is taken by 
estimates of natural and labor resources. 


In his conclusion N. Fedorenko formulates his recommendations concerning the 
procedure for step-by-step improvement of planning and management of the na- 
tional economy as the country's economic potential grows and as the socio- 
economic conditions for the relevant changes in economic relations mature. 
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